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HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT 
AMENDMENTS  OF  1978 


MONDAY,  JANUARY  30,  1978 

House  of  Representatives, 
Subcommittee  on  Health  and  the  Environment, 
Committee  on  Interstate  and  Foreign  Commerce, 

Washington^  D.C. 

The  subcommittee  met,  pursuant  to  notice,  at  10:15  a.m.  in  room 
2123,  Kay  burn  House  Office  Building,  Hon.  Paul  G.  Rogers,  chair- 
man, presiding. 

Mr.  EoGERS.  The  subcommittee  will  come  to  order,  please. 

This  morning  the  subcommittee  begins  4  days  of  hearings  on  H.R. 
10460,  the  Health  Planning  and  Kesources  Development  Amend- 
ments of  1978,  and  other  proposals  designed  to  extend  and  amend 
titles  XV  and  XVI  of  the  Public  Health  Service  Act. 

The  National  Health  Planning  and  Kesources  Development  Act 
of  1974,  Public  Law  93-641,  provided  for  the  development  of  a 
structure  to  plan  for  a  health  system  that  will  provide  our  citizens 
with  access  to  quality  health  services  at  reasonable  cost. 

The  purpose  of  these  hearings  is  to  examine  that  structure  and 
the  progress  being  made  to  put  it  in  place.  We  are  also  interested 
in  learning  how  well  the  planning  system  is  working,  although  our 
expectations  must  be  tempered  by  the  fact  that  most  health  systems 
agencies  are  less  than  2  years  old  and  much  of  that  short  time  has 
been  spent  on  organizational  matters. 

I  believe  that  the  health  planning  structure  created  by  Public  Law 
93641  is  sound.  Yet  we  must  work  to  find  ways  to  improve  and 
strengthen  it.  We  must  do  this  in  a  way  that  is  designed  to  provide 
as  little  disruption  to  the  planning  system  as  possible,  recognizing 
the  great  time  and  effort  that  has  been  expended  by  volunteers,  both 
consumers  and  providers,  in  developing  it. 

There  has  already  been  some  national  level  discussion  of  health 
planning  in  the  context  of  the  national  health  planning  guidelines 
proposed  by  the  Department  of  Health,  Education,  and  Welfare. 
I  am  pleased  with  the  revisions  in  the  guidelines  which  the  Secre- 
tary announced  on  January  18,  1978.  They  respond  to  both  con- 
gressional concerns  and  the  concerns  raised  by  many  individuals 
and  groups  about  these  proposed  guidelines  by  making  it  clear  that 
decisions  about  the  adequacy  of  health  services  will  be  made  at  the 
local  level. 
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However,  that  discussion  highlighted  some  of  the  basic  difficulties 
we  face  in  medical  care.  It  is  easy  to  support  principles  which  lead 
to  more  reasonable  health  care  costs  for  our  citizens  and  to  more 
efficient  health  care  delivery  systems,  yet  very  difficult  to  make 
tough  decisions  about  unneeded  health  care  facilities  or  services  that 
add  to  health  care  cost  and  system  inefficiency.  Yet  such  decision- 
making is  central  to  sound  health  planning. 

While  there  are  many  issues  that  will  surface  during  the  course 
of  our  hearings,  I  believe  there  are  six  issues  that  will  be  most  cen- 
tral to  our  discussion  of  the  extension  and  amendment  of  this  law. 

First :  There  is  a  need  to  examine  the  adequacy  of  the  health  sys- 
tems agencies  governing  body  requirements  of  the  law. 

Second:  The  role  of  the  State  in  the  health  planning  structure 
deserves  careful  review. 

Third:  Consideration  must  be  given  to  strengthening  the  linkage 
between  the  planning  required  at  the  State  and  local  levels  and  the 
planning  that  should  be  occurring  at  the  national  level. 

Fourth :  There  is  a  need  to  examine  the  adequacy  of  the  certificate 
of  need  and  other  review  requirements  of  the  law. 

Fifth:  Consideration  must  be  given  to  how  to  deal  with  existing 
unneeded  and  duplicative  health  facilities  and  services. 

And,  finally,  we  must  provide  that  funding  for  the  planning  sys- 
tem will  be  adequate. 

As  we  begin  our  hearings,  I  look  forward  to  many  constructive 
suggestions  on  these  and  other  issues  to  improve  the  health  planning 
system. 

Dr.  Carter,  I  think  you  have  a  statement. 
Mr.  Carter.  Thank  you,  Mr.  Chairman. 

As  you  know,  I  have  long  supported  improvements  in  health  plan- 
ning. I  have  done  so  because  I  believe  that  a  strong  health  planning 
system  is  our  most  important  weapon  in  our  attempts  to  successfully 
constrain  the  rising  costs  of  health  care. 

Moreover,  I  believe  that  health  planning  is  the  key  to  providing 
the  necessary  improvements  in  health  care  which  the  American 
people  deserve.  For  this  reason,  I  would  contend  that  the  task  be- 
fore this  subcommittee  is  to  do  all  that  we  can  to  assist  the  efforts 
of  State  and  local  health  planners.  These  planners  are  charged  with 
implementing  a  complex  piece  of  legislation,  and  I  believe  that  they 
should  be  commended  for  their  efforts  to  date.  Progress  has  been 
made,  even  though  necessary  guidelines  and  regulations  have  not 
been  issued  by  HEW  in  a  timely  fashion.  I  hope  that  we  can  ex- 
plore the  reasons  for  this  during  these  hearings. 

I  would  also  like  to  point  out  that  the  health  planning  system  is 
in  its  infancy,  and  therefore,  I  would  suggest  that  we  proceed 
cautiously  in  either  altering  the  procedures  of  the  system,  or  in 
adding  new  duties  to  it. 

One  thing  is  clear,  the  problems  of  excess  capacity  and  duplication 
of  resources  have  been  with  us  for  some  time  and  we  are  not  going 
to  solve  these  problems  overnight.  I  know  that  many  suggestions  for  , 
changing  the  Health  planning  Act  have  been  made,  and  I  look  for- 
ward to  a  full  discussion  of  those  suggestions  during  these  hearings, 
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but  we  must  keep  in  mind  that  each  change  we  make  here  impacts 
upon  many  people  across  this  country  who  are  presently  working 
hard  to  make  a  health  planning  system  a  reality. 

We  can  do  no  less  than  to  give  them  our  fullest  support. 

Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Thank  you. 

Without  objection,  the  text  of  H.R.  10460  will  be  printed  in  the 
record. 

[Testimony  resumes  on  p.  52.] 
[The  text  of  H.R.  10460  follows:] 
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IN  THE  HOUSE  OF  REPRESENTATIVES 

January  19,1978 

Mr.  Rogers  introduced  the  following  bill;  which  was  referred  to  the  Com- 
mittee on  Interstate  and  Foreign  Commerce 


A  BILL 

To  amend  titles  XV  and  XVI  of  the  Public  Health  Service  Act 
to  revise  and  extend  the  authorities  and  requirements  under 
those  titles  for  health  planning  and  health  resources 
development. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SHORT  TITLE;  REFERENCES  TO  PUBLIC  HEALTH  SERVICE 

4  ACT;  AND  TABLE  OF  CONTENTS 

5  Section  1.  (a)  This  Act  may  be  cited  as  the  "Health 

6  Planning  and  Resources  Development  Amendments  of 

7  1978^  .  ' 
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1  (b)  Whenever  in  this  Act  an  amendment  or  repeal  is 

2  expressed  in  terms  of  an  amendment  to,  or  repeal  of,  a  section 

3  or  other  provision,  the  reference  shall  be  considered  to  be 

4  made  to  a  section  or  other  provision  of  the  Pubhc  Health 

5  Service  Act. 

TABLE  OF  CONTENTS 

Sec.  1.  Short  title;  references  to  Public  Health  Service  Act;  and  table 
of  contents. 

TITLE  I— ONE- YEAR  EXTENSION 
Sec.  101.  One-year  extension. 

TITLE  II— REVISION  OF  HEALTH  PLANNING  AUTHORITY 

Sec.  201.  Revision  and  reporting  on  national  guidelines  for  health 

planning. 
Sec.  202.  National  health  priorities. 
Sec.  203.  Designation  of  health  service  areas. 
Sec.  204.  Designation  of  health  systems  agencies. 
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Sec.  207.  Carryover  of  grant  funds. 

Sec.  208.  Local  financial  support  of  health  systems  agencies. 

Sec.  209.  Membership  requirements. 

Sec.  210.  Governing  body  selection. 

Sec.  211.  Responsibilities  of  governing  bodies. 

Sec.  212.  Meetings  and  records. 

Sec.  213.  Support  and  reimbursement  for  members  of  governing  bodies. 

Sec.  214.  Conflicts  of  interest. 
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Sec.  217.  Criteria  and  procedures  for  reviews. 

Sec.  218.  Certificate  of  need  programs. 

Sec.  219.  Appropriateness  review. 

Sec.  220.  Review  and  approval  of  proposed  uses  of  Federal  funds. 

Sec.  221.  Coordination  of  health  planning  with  rate  review. 

Sec.  222.  Coordination  within  standard  metropolitan  statistical  areas. 

Sec.  223.  SHCC  composition: 

Sec.  224.  Authorizations. 

Sec.  225.  Effective  date. 

TITLE  III— REVISION  OF  AUTHORITY  FOR  HEALTH 
RESOURCES  DEVELOPMENT 

Sec.  301.  Revision  and  extension  of  assistance. 

Sec.  302.  Conforming  amendments. 

Sec.  303.  Technical  amendments. 

Sec.  304.  Effective  date. 
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TITLE  I— ONE-YEAR  EXTENSION 

1 

ONE-YEAE  EXTENSION 

2 

Sec.  101.  (a)  Section  1516(c)(1)  is  amended  by 
^   striking  out  "and'^  after  ''1977/'  and  by  inserting  before 
the  period     and  September  30,  1979". 

o 

g  (b)  Section  1525  (c)  is  amended  by  striking  out  "and" 
\^  after  "1977,"  and  by  inserting  before  the  period  ",  and 
_   September  30,  1979". 

o 

g  (c)  Section  1526(e)  is  amended  by  striking  out  "and" 
after  "1977,"  and  by  inserting  before  the  period  ",  and 
September  30,  1979". 

22  (^)  Section  1534(d)  is  amended  by  striking  out  "and" 

22  after  "1977,"  and  by  inserting  before  the  period  ",  and 

14  September  30,  1979". 

15  (e)  Section  1613  is  amended  by  striking  out  "and" 

16  after  "1977,"  and  inserting  before  the  period  ",  and  Sep- 

17  tember  30,  1979". 

18  (f)  Section  1640  (d)  is  amended  by  striking  out  "and" 

19  after  "1977,"  and  by  inserting  before  the  period  ",  and 

20  September  30,  1979". 
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1  TITLE  II— REVISION  OE  HEALTH  PLANNING 

2  AUTHORITY 

3  EEVISION  AND  EEPORTING  ON  NATIONAL  GUIDELINES  FOR 

4  HEALTH  PLANNING 

5  Sec.  201.  (a)  Section  1501  is  amended  (1)  by  strik- 

6  ing  out  "and  shall,  as  he  deems  appropriate,  by  regulation 

7  revise  such  guidelines"  in  subsection  (a),  and  (2)  by  add- 

8  ing  after  subsection  (c)  the  following: 

9  "(d)  The  Secretary  shall,  on  an  annual  basis,  review 

10  the  standards  and  goals  included  in  the  guidelines  issued 

11  under  subsection  (a) .  In  conducting  such  a  review,  the 

12  Secretary  shall  review  the  health  systems  plans  and  annual 

13  implementation  plans  of  health  systems  agencies  and  State 

14  health  plans.  If  the  Secretary  proposes  to  revise  a  guide- 

15  line  issued  under  subsection  (a) ,  he  shall  make  such  revision 

16  by  regulations  promulgated  in  accordance  with  section  553 

17  of  title  5,  United  States  Code. 

18  "(e)  (1)  The  Secretary  shall  collect  data  to  determine 

19  whether  the  health  care  deUvery  systems  meet  or  are  chang- 

20  ing  to  meet  the  standards  and  goals  included  in  the  guidelines 

21  issued  under  subsection  (a)  and  to  determine  the  personnel, 

22  facilities,  and  other  resources  needed  to  meet  such  stand- 

23  ards  and  goals.  The  Secretary  shall  prescribe  the  manner 

24  in  which  such  data  shall  be  assembled  and  reported  to  the 

25  Secretary  by  health  systems  agencies,  State  health  planning 
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1  and  development  agencies,  and  other  entities  and  the  defini- 

2  tions  which  shall  be  used  hy  such  agencies  and  entities  in 

3  assembling  and  reporting  such  data. 

4  "(2)   The  Secretary  shall  periodically  make  public 

5  from  the  data  collected  under  paragraph  (1)  a  (A)  state- 

6  ment  of  the  relationship  between  such  standards  and  goals 

7  and  the  status  of  the  supply,  distribution,  and  organization  of 

8  health  resources  with  respect  to  which  such  standards  and 

9  goals  were  established,  and  (B)  summary  of  changes  (either 

10  through  additions  or  reductions)   in  resources  needed  to 

11  meet  such  standards  and  goals.". 

12  (b)  (1)  Section  1513(b)  (1)  is  amended  by  addmg 

13  after  and  below  subparagraph  (F)  the  folio wmg: 

14  *'The  agency  shall  also  assemble  and  report  to  the  Sec- 

15  retaiy  such  data   (including  data  on  the  personnel, 

16  facilities,  and  other  resources  needed  to  meet  the  goals 

17  set  forth  in  the  agency's  health  system  plan)  as  the 

18  Secretary  may  require  to  carry  out  his  responsibilities 

19  under  section  1501  (e) 

20  (2)  Section  1522(b)  (10)  is  amended  by  inserting 

21  (A)  assemble  and  report  to  the  Secretaiy  such  data  (in- 

22  eluding  data  on  the  personnel,  faciUties,  and  other  resources 

23  needed  to  meet  the  goals  set  forth  in  the  State  health  plan) 

24  as  the  Secretary  may  require  to  carry  out  his  responsibilities 
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1  under  section  1501  (e),  and  (B)  "  after  ''require  the  State 

2  agency  to". 

3  NATIONAL  HEALTH  PBIORITLES 

4  Sec.  202.  Section  1502  is  amended  by  adding  at  the 

5  end  the  following : 

6  "(11)   The  discontinuance  of  duplicative  or  un- 

7  needed  services  and  facihties. 

8  ''(12)  The  adoption  of  policies  which  will  (A) 

9  contain  the  rapidly  rising  costs  of  health  care  delivery, 

10  (B)  insui'e  more  appropriate  use  of  health  care  serv- 

11  ices,  and  (C)  promote  greater  efficiency  in  the  health 

12  care  delivery  system.". 

13  DESIGNATION  OF  HEALTH  SEEVICE  AREAS 

14  Sec.  203.   (a)   The  first  sentence  of  section  1511 

15  (b)  (4)  is  amended  by  inserting  after  ''the  requirements 

16  of  subsection  (a)  "  the  following:  "or  a  change  in  the  bound- 

17  ary  of  such  area  would  result  in  a  health  service  area  which 

18  better  meets  the  requirements  of  such  subsection". 

19  (b)  Section  1511  (c)  is  repealed. 

20  DESIGNATION  OF  HEALTH  SYSTEMS  AGENCIES 

21  Sec.  204.  (a)  Section  1515(b)  (4)  is  amended  by 

22  striking  out  the  last  sentence  and  inserting  in  Ueu  thereof : 

23  "In  considering  such  applications,  the  Secretary  shall  give 

24  priority  to  any  application  which  has  been  recommended 

25  by  a  Governor  for  approval.  When  the  Secretary  enters 
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1  into  an  agreement  with  an  entity  under  paragraph  ( 1 ) ,  the 

2  Secretary  shall  notify  the  Governor  of  the  State  in  which 

3  such  entity  is  located  of  such  agreement.". 

4  (b)   The  last  sentence  of  section  1515(c)  (2)  is 

5  amended  to  read  as  follows:  *'In  considering  such  appli- 

6  cations,  the  Secretary  shall  give  priority  to  any  appHcation 

7  which  has  been  recommended  by  a  Governor  for  approval.'\ 

8  (c)  Section  1515  (c)  is  amended  by  adding  after  para- 

9  graph  (4)  the  following: 

10  "(5)   Before  renewing  an  agreement  with  a  health 

11  systems  agency  under  this  subsection,  the  Secretary  shall 

12  provide  the  State  health  planning  and  development  agency 

13  of  the  State  in  which  the  health  systems  agency  is  located 

14  an  opportunity  to  comment  on  the  performance  of  such 

15  agency  and  to  provide  a  recommendation  on  whether  such 
1^  agreement  should  be  renewed  and  whether  its  renewal  should 
^'^  be  made  subject  to  conditions  as  authorized  by  paragraph 

18  (3). 

19  *'(6)  If  the  Secretary  enters  into  an  agreement  under 

20  this  subsection  with  an  entity  or  renews  such  an  agreement, 

21  the  Secretary  shall  notify  the  Governor  of  the  State  in  which 

22  such  entity  is  located  of  the  agreement,  its  renewal,  and,  if 

23  any  conditions  have  been  imposed  under  paragraph  (3), 

24  such  conditions.".  .      .  • 
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1  LIMITS  ON  DESIGNATED  AGENCIES 

2  Sec.  205.  Section  1515(c)  (3)  is  amended  by  adding 

3  at  tlie  end  thereof  the  following:  "If  the  Secretary  deter- 

4  mines  that  a  health  systems  agency  has  not  so  fulfilled  such 

5  functions  or  does  not  continue  to  meet  such  requirements,  the 

6  Secretary  may  renew  a  designation  agreement  for  such 

7  agency  under  such  conditions  as  the  Secretary  determines 

8  appropriate,  including  conditions  which  limit  the  functions 

9  which  the  agency  would  be  authorized  to  perfonn  or  the 

10  amount  the  agency  may  receive  under  a  grant  under  section 

11  1516.". 

12  PLANNING  GEANTS 

13  Sec.  206.  (a)  Section  1516  is  amended  by  redesig- 

14  nating  subsection  (c)  as  subsection  (d)  and  by  striking 

15  out  subsection    (b)    and  inserting  in  Heu  thereof  the 

16  following : 

17  "(b)  The  amount  of  any  grant  under  subsection  (a) 

18  to  a  health  systems  agency  designated  under  section  1515 

19  (b)  shall  be  determmed  by  the  Secretary. 

20  "(c)  (1)  Except  as  provided  in  paragraphs  (2)  and 

21  (3),  the  amount  of  a  grant  under  subsection   (a)  to  a 

22  health  systems  agency  designated  under  section  1515(c) 

23  shall  be  the  greater  of  the  amount  determined  under  sub- 

24  paragraph  (A),  (B) ,  or  (C)  as  follows: 
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1  "  (A)  The  amount  of  a  grant'  to  a  health  systems 

2  agency  shall  be  the  lesser  of — 

3  "  (i)  if  the  population  of  the  health  service  area 

4  for  which  the  agency  is  designated — 

5  "  (I)  is  not  over  one  million,  the  product 

6  of  $0.70  and  the  population  of  such  area, 

7  "(11)  is  over  one  million  but  not  over 

8  two  million,  the  sum  of  $700,000  and  the  prod- 

9  uct  of  $0.50  and  the  population  of  such  area 

10  which  is  over  one  million,  or 

11  "  (III)  is  over  two  million,  the  sum  of 

12  $1,200,000  and  the  product  of  $0.30  and  the 

13  population  of  such  area  which  is  over  two  mil- 

14  lion,  or 

15  "  (ii)  $3,750,000. 

16  (B)  (i)  If  the  application  of  the  health  systems 

17  agency  for  such  grant  contains  assurances  satisfactory  to 

18  the  Secretary  that  the  agency  will  expend  or  obligate  in 

19  the  period  in  which  such  grant  will  be  available  for 

20  obligation  non-Federal  funds  meeting  the  requirements 

21  of  clause  (ii)  for  the  purposes  for  which  such  grant 

22  may  be  made,  the  amount  of  such  grant  shall  be  the 

23  sum  of — 
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1  (I)  the  amount  determined  under  subpara- 

2  graph  (A)  or  (C) ,  whichever  is  applicable,  and 

3  "  (H)  lesser  of  the  amount  of  such  non- 

4  Federal  funds  with  respect  to  which  the  assurances 

5  were  made,  or  the  product  of  $0.25  and  the  popu- 

6  lation  of  the  health  service  area  for  which  the  agency 

7  is  designated. 

8  "  (ii)  The  non-Eederal  funds  which  an  agency  may 

9  use  for  the  purpose  of  obtaining  a  grant  under  subsection 

10  (a)  which  is  computed  on  the  basis  of  the  formula  pre- 

11  scribed  by  clause  (i)  shall — 

12  "  (I)  not  include  any  funds  contributed  to  the 

13  agency  by  any  individual  or  private  entity  which  has 

14  a  financial,  fiduciary,  or  other  direct  interest  in  the 

15  development,  expansion,  or  support  of  health  re- 

16  sources,  and 

17  "  (11)  be  funds  which  are  not  paid  to  the 

18  agency  for  the  performance  of  particular  services 

19  by  it  and  which  are  otherwise  contributed  to  the 

20  agency  without  conditions  as  to  their  use  other  than 

21  the  condition  that  the  funds  shall  be  used  for  the 

22  purposes  for  which  a  grant  made  under  this  section 

23  may  be  used. 

24  "  (C)  The  amount  of  a  grant  to  a  health  systems 

25  agency  may  not  be  less  than — 
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1  "  (i)  $200,000  in  the  case  of  a  grant  made  in 

2  the  fiscal  year  ending  September  30,  1980, 

3  "  (ii)  $215,000  in  the  case  of  a  grant  made  in 

4  the  fiscal  year  ending  September  30,  1981,  and 

5  "  (iii)  $230,000  in  the  case  of  a  grant  made  in 
(5  any  succeeding  fiscal  year. 

7  (2)  The  amount  of  a  grant  to  a  health  systems  agency 

8  which  is  subject  to  a  condition  imposed  by  the  Secretary 

9  under  section  1515  (c)  (3)  shaU  be  determined  in  accordance 

10  with  such  condition. 

11  "(3)  If  the  Secretary  determines,  after  review  of  the 

12  budget  of  a  health  systems  agency,  that  the  amount  of  a 

13  grant  which  is  to  be  made  to  the  agency  in  accordance  with 

14  paragraph  (1)  is  in  excess  of  the  amount  needed  by  the 

15  agency  to  adequately  perform  its  functions  under  its  designa- 

16  tion  agreement,  the  amount  of  the  grant  to  the  agency  shall 

17  be  such  amount  as  the  Secretary  determines  the  agency 

18  needs  for  the  performance  of  such  functions.", 

19  (b)  Subsection  (d)   (as  so  redesignated)  is  amended 

20  by  striking  out  paragraph  (2)  and  inserting  in  lieu  thereof 

21  the  following: 

22  "  (2)  Of  the  amount  appropriated  under  paragraph  (1) 

23  for  any  fiscal  year,  the  Secretary  may  use  not  more  than 

24  10  per  centum  of  such  amount  to  increase  the  amount  of  a 

25  grant  in  such  fiscal  year  to  a  health  systems  agency  under 
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3    subsection  (a)  to  assist  the  agency  in  meeting  extraordinary 

2  'expenses  (including  extraordinary  travel  expenses  and  ex- 

3  penses  resulting  from  the  agency's  health  systems  area  being 

4  located  in  more  than  one  State)  which  would  not  be  covered 

5  under  the  amount  of  the  grant  that  would  be  available  to  the 

6  agency  under  subsection  (c). 

.7  *'(3)  Notwithstanding  subsection  (c)  (1),  if  the  total 
.8  of  the  grants  to  be  made  in  any  fiscal  year  to  health  systems 
9   agencies  designated  under  section  1515  (c)    exceeds  the 

10  total  of  the  amounts  appropriated  under  paragraph  (1)  for 

11  such  grants  in  such  fiscal  year  (reduced  by  the  amount 

12  retained  by  the  Secretary  for  use  under  paragraph  (2)  ), 

13  the  amount  of  the  grant  to  be  made  in  such  fiscal  year  to 
■^^  each  such  health  systems  agency  which  but  for  this  para- 
■^^  graph  would  have  its  grant  amount  determined  under  sub- 
■^^  paragraph  (A)  or  (B)  of  subsection  (c)  (1)  shall  be  an 

amount  which  bears  the  same  ratio  to  the  grant  amount 
■^^   prescribed  for  such  agency  in  such  fiscal  year  by  such  sub- 

paragi-aph  as  the  total  of  the  amounts  appropriated  under 
^   paragraph  (1)  for  that  fiscal  year  (as  so  reduced)  bears 

to  the  total  amount  required  to  make  grants  to  all  such 
2^  agencies  in  accordance  with  subparagraphs  (A)  and  (B) 
2^   of  subsection  (c)  (1)  ,'\ 

(c)  The  second  sentence  of  section  1516  (a)  is  amended 
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1  by  inserting  "  (including  submission  of  the  health  systems 

2  agency's  budget) "  after  "such  conditions". 

3  CARRYOVER  OF  GRANT  FUNDS 

4  Sec.  207.   (a)  (1)   The  second  sentence  of  section 

5  1516(a)  is  amended  by  striking  out     and  shall  be  avail- 

6  able  for  obligation"  and  all  that  follows  in  such  sentence 

7  and  inserting  in  lieu  thereof  a  period. 

8  (2)  Such  section  is  amended  by  inserting  after  the 

9  second  sentence  the  following:  "Funds  under  a  grant  which 

10  remain  available  for  obligation  at  the  end  of  the  fiscal  year 

11  in  which  the  grant  has  been  made  shall  remain  available 

12  for  obligation  in  the  succeeding  fiscal  year,  but  no  funds 

13  under  any  grant  to  an  agency  may  be  obligated  in  any  period 

14  in  which  a  designation  agreement  is  not  in  effect  for  such 

15  agency.". 

16  (b)  The  second  sentence  of  section  1525  (a)  is  amended 
l'^  to  read  as  follows:  "Funds  under  a  grant  which  remain 

18  available  for  obligation  at  the  end  of  the  fiscal  year  in  which 

19  the  grant  has  been  made  shall  remain  available  for  obliga- 

20  tion  in  the  succeeding  fiscal  year,  but  no  funds  under  any 

21  grant  to  a  State  Agency  may  be  obligated  in  any  period  in 

22  which  a  designation  agreement  is  not  in  effect  for  such 

23  State  Agency.". 

24  (c)  Section  1526(c)  is  amended  (1)  by  striking  out 
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1  "(1)  sucli  a  grant"  and  all  that  follows  through  "  (2) 

2  and  by  insertmg  at  the  end  the  following:  "Eunds  under 

3  a  grant  which  remain  available  for  obligation  at  the  end 

4  of  the  fiscal  year  in  which  the  grant  has  been  made  shall 

5  remain  available  for  obligation  in  the  succeeding  fiscal  year, 

6  but  no  funds  under  any  grant  to  a  State  Agency  may  be 

7  obligated  in  any  period  in  which  a  designation  agreement  is 

8  not  in  effect  for  such  State  Agency.". 

9  LOCAL  FINAiTCIAL  SUPPOET  OF  HEALTH  SYSTEMS 

10  -     C  AGENCIES 

11  Sec.  208.  (a)  The  first  sentence  of  section  1512  (b)  (5) 

12  is  amended  by  striking  out  "it  is"  and  inserting  in  heu 

13  thereof  "it  is  a  health  care  insurer  or  it  is". 

14  (b)  Section  1516  (b)  (2)  (B)  (i)  is  amended  by  insert- 
25  ing  after  'Tiealth  resources"  the  following:  "unless  it  is  an 
IQ  entity  which  is  a  health  care  insurer". 

17  MEMBEESHIP  EEQUIEEMENTS 

18  Sec.  209.    (a)(1)    Section  1512  (b)  (3)  (C)  (i)  is 

19  amended  by  inserting  "(including  labor  organizations)" 

20  after  "major  purchasers  of  health  care". 

21  (2)  The  first  sentence  of  section  1512(b)  (3)  (C)  (ii) 

22  is  amended  (A)  by  striking  out  "residents  of"  and  inserting 

23  in  heu  thereof  "residents  of,  or  have  their  principal  place  of 

24  business  in,",  and  (B)  by  striking  out  "and  (V)"  and 

25  inserting  in  lieu  thereof  ",  (V) "  and  by  inserting  before  the 
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1  period  a  comma  and  the  following:  "and  (VI)  indirect 

2  providers  of  health  care  as  defined  in  section  1531  (3)  '\ 

3  (b)  (1)  Section  1512(b)  (3)  (C)  (iii)  is  amended  by 

4  redesignating  subclauses   (II)   and   (III)    as  subclauses 

5  (III)  and  (IV) ,  respectively,  and  by  striking  out  subclause 

6  (I)  and  inserting  in  lieu  thereof  the  following : 

7  "  (I)  include  (either  through  consumer  or 

8  provider  members)  public  elected  officials  and 

9  other  representatives  of  general  purpose  local 

10  governments  in  the  agency's  health  service  area. 

11  "  (II)  include  representatives  of  public  and 

12  private  agencies  in  the  area  concerned  with 

13  health,". 

14  (2)  Subclause  (III)   (as  so  redesignated)  of  such  sec- 

15  tion  is  amended  (A)  by  striking  out  "is  equal"  and  insert- 

16  ing  in  lieu  thereof  "is  at  least  equal",  and  (B)  by  striking 

17  out  "and"  at  the  end. 

18  (3)  Such  section  is  amended  by  striking  out  subclause 

19  (IV)    (as  so  redesignated)  and  inserting  in  lieu  thereof 

20  the  following: 

21  "  (IV)  if  the  health  systems  agency  serves 

22  an  area  in  which  there  is  located  one  or  more 

23  hospitals  or  other  health  care  facilities  of  the 

24  Veterans'  Administration,  include,  as  a  nonvot- 

25  ing,  ex  officio  member,  an  individual  whom  the 
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1  Chief  Medical  Director  of  the  Veterans'  Admin- 

2  istration  shall  have  designated  for  such  purpose, 

3  "  ( V)  if  the  agency  serves  an  area  in  which 

4  there  is  located  one  or  more  qualified  health 

5  maintenance  organizations  (within  the  meaning 

6  of  section  1310) ,  include  at  least  one  member 

7  who  is  representative  of  such  organizations.". 

8  (4)  Section  1524(b)  (1)  (B)  is  amended  by  striking 

9  out  ''an  ex  officio"  and  inserting  in  lieu  thereof  ''a  nonvoting, 

10  ex  officio". 

11  (c)  Section  1512(b)  (3)  (C)  is  amended  by  inserting 


12  after  and  below  clause  (i^|^,the  following: 

13  ''A  member  of  a  governingSDody  or  other  entity  appointed 

14  pursuant  to  clause  (iii)  (IV)  shall  not  be  considered  in 

15  determining  if  the  requirements  of  clauses  (i) ,  and  (ii)  have 

16  been  complied  with.". 

l'^  (d)  (1)  Section  1512(b)  (3)  (C)  (i)  is  amended  by 

18  striking  out  ''who  are  not  (nor  within  the  twelve  months 

19  preceding  appointment  been)  providers  of  health  care"  and 

20  inserting  in  lieu  thereof  "who  are  not  providers  of  health  care 

21  and  have  not  within  the  twelve  months  preceding  appoint- 

22  ment  been  direct  providers  of  health  care  (as  defined  in  sec- 

23  tionl531(3)  (A))". 

24  (2)  Section  1531  (3)  (B)  (iii)  is  amended  by  striking 

25  out  "is  a  member  of  the  immediate  family  of"  and  inserting 

26  in  lieu  thereof  "is  the  spouse  of". 
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1  GOVERNING  BODY  SELECTION 

2  Sec.  210.  Section  1512(b)  (3)  is  amended  by  adding 

3  after  subparagraph  (C)  the  following  new  subparagraph : 

4  (B)    Selectiox. — Each  health  system  agency 

5  shall  establish  a  process  for  the  selection  of  the  members 

6  of  its  governing  body  which  process  is  designed  to  as- 

7  sure  that  (i)  such  members  are  appointed  in  acccordance 

8  with  the  requirements  of  subparagraph  (C) ,  (ii)  there 

9  is  the  opportunity  for  broad  participation  in  such  proc- 
-  10  ess  by  the  residents  of  the  health  service  area  of  the 

11  agency,  and  (iii)  the  participation  of  such  residents 

12  will  be  encouraged  and  facilitated.  Such  process  shall 

13  prohibit  the  governing  body  from  selecting  its  members. 

14  Each  agency  shall  make  pubhc  such  process  and  report 

15  it  to  the  Secretary.". 

16  RESPONSIBILITIES  OF  GOVERNING  BODIES 

17  Sec.    211.     (a)     Section    1512  (b)  (3)  (B)  (i)  is 

18  amended  to  read  as  follows : 

19  "  (i)  shall  be  responsible  for — 

20  ''(I)    the  internal  affairs  of  the  health 

21  systems  agency,  including  matters  relating  to 

22  the  staff  of  the  agency  and  the  agency's  budg- 

23  et,  except  that  the  governing  body  for  health 

24  planning  of  an  agency  which  is  a  public  re- 

25  gional  planning  body  or  unit  of  general  local 
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1  government  shall  not  be  responsible  for  the 

2  establishment  of  personnel  rules  and  practices 
^  for  the  staf!  of  the  agency  or  for  the  agency's 

4  budget  unless  authorized  by  the  planning  body 

5  or  unit  of  government,  and 

6  (II)  procedures  and  criteria  developed 

7  and  published  pursuant  to  section  1532  and 

8  applicable  to  its  functions  under  subsections 

9  (e),  (f),  (g),  and  (h)  of  section  1513;". 

10         (b)  Section  1512(b)  (3)  (A)  is  amended  (1)  by  strik- 


11  ing  out  "have  a  governing  body  for  health  planning,  which 

12  is  established  in  accordance  with  subparagraph  (C),"  and 

13  inserting  in  lieu  thereof  ''appoint  a  governing  body  for 

14  health  planning  in  accordance  with  subparagi'aph  (C)  and 

15  (2)  by  striking  out  ''not  more  than  twenty-five  members" 

16  and  inserting  in  lieu  thereof  "not  less  than  ten  members 
1 and  of  not  more  than  thirty  members". 

18  MEETINGS  AND  RECOEDS 

19  Sec.   212.    (a)    Section   1512  (b)  (3)  (B)  (viii)  is 

20  amended  (1)  by  striking  out  "business  meetings"  and  in- 

21  sorting  in  lieu  thereof  "business  meetings  (other  than  those 

22  parts  of  meetings  which  involve  matters  respecting  person- 

23  nel  of  the  agency)",  and  (2)  by  striking  out  "records  and 

24  data"  and  inserting  in  lieu  thereof  "records  and  data  (other 
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1  than  records  and  data  on  the  personnel  of  the  health  systems 

2  agency)". 

3  (b)  Section  1512(b)  (6)  is  amended  by  redesignating 

4  subparagraphs  (A),  (B),  and  (C)  as  subparagraphs  (B), 

5  (C),  and  (D)  and  by  adding  before  subparagraph  (B) 

6  (as  so  redesignated)  the  following: 

7  (A)  provide  that  any  executive  committee  of  the 

8  agency  and  any  entity  appointed  by  the  governing  body 

9  or  executive  committee  of  the  agency  shall  (i)  conduct 

10  its  business  meetings  (other  than  those  parts  of  meet- 

11  ings  which  involve  matters  respecting  personnel  of  the 

12  agency)  in  public,  (ii)  give  adequate  notice  of  its  meet- 

13  ings  to  those  persons  who  have  requested  such  notice, 

14  and  (iii)  make  its  records  and  data  (other  than  records 

15  and  data  on  personnel)  available,  upon  request,  to  the 

16  public;". 

1'^  (c)  Section  1522(b)  (6)  is  amended  (1)  by  striking 

1^  out  ^'business  meetings"  and  inserting  in  lieu  thereof  "busi- 

19  ness  meetings  (other  than  those  parts  of  meetings  involv- 

20  ing  matters  respecting  personnel  of  the  agency)  ",  and  (2) 

21  by  striking  out  "records  and  data"  and  inserting  in  lieu 

22  thereof  "records  and  data  (other  than  records  and  data  on 

23  the  personnel  of  the  State  Agency)  ". 

24  (d)  Section  1524(b)  (3)  is  amended  by  striking  out 
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1  "business  meetings"  and  inserting  in  lieu  thereof  ''business 

2  meetings   (other  than  those  parts  of  meetings  involving 

3  personnel  matters )  " . 

4  SUPPORT  AND  REIMBURSEMENT  FOR  MEMBERS  OF 

5  GOVERNING  BODIES 

6  Sec.  213.  (a)  Section  1512(b)  (3)  is  amended  by 

7  adding  after  subparagraph  (D)    (added  by  section  210  of 

8  this  Act)  the  following  new  subparagraph : 

9  *'  (E)  Support.— Each  health  systems  agency  shall 

10  have  an  identifiable  program  of  providing  assistance  to 

11  the  members  of  its  governing  body,  executive  commit- 

12  tee  (if  any) ,  and  any  entity  appointed  by  the  govern- 

13  ing  body  or  executive  conomittee  in  making  decisions 

14  for  the  agency,  and  shall  include  in  such  program  means 

15  to  determine  the  support  needs  of  the  members  and 

16  to  provide  for  meeting  needs  (including  the  provision 
1'7  of  training  and  continuing  education) .". 

18  (b)    Section  1512  (b)  (3)  (B)  (vi)    is  amended  by 

19  striking  out  "reimburse"  and  by  inserting  in  lieu  thereof 

20  "reimburse  (or  when  appropriate  make  advances  to)  ". 

21  CONFLICTS  OF  INTEREST 

22  Sec.  214.  Section  1512(b)  (3)  is  amended  by  adding 

23  after  subparagraph  (E)  (added  by  section  213  of  this  Act) 

24  tlie  following  new  subparagraph : 
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1  "(F)  Conflicts  of  interest.— No  member  of  a 

2  governing  body,  executive  committee,  or  any  entity 

3  appointed  by  a  governing  body  or  executive  conmiittee 

4  may  vote  on  any  matter  before  the  governing  body, 

5  executive  committee,  or  any  such  entity  respecting  any 

6  individual  or  entity  with  which  such  member  has  any 

7  substantial  ownership,  employment,  fiduciary,  contrac- 

8  tual,  creditor,  or  consultative  relationship.  A  governing 

9  body,  executive  committee,  and  any  entity  appointed  by 

10  a  governing  body  or  executive  committee  shall  require 

11  each  of  its  members  which  has  or  has  had  such  a  relation- 

12  ship  with  an  individual  or  entity  involved  in  a  matter 

13  before  the  governing  body,  conmiittee,  or  entity  to  make 

14  a  written  disclosure  of  such  relationship  before  any 

15  action  is  taken  by  the  body,  committee,  or  entity  with 

16  respect  io  such  matter.". 

17  STAFF  EXPEETISB 

18  Sec.  215.  The  first  sentence  of  section  1512(b)  (2) 

19  (A)  is  amended  (1)  by  striking  out  "and"  after  "health 

20  planning,",  and   (2)    by  inserting  before  the  period  a 

21  comma  and  the  following:  "(v)  financial  and  economic 

22  analysis,  and  (vi)  prevention  of  disease  and  other  pubhc 

23  health  matters". 
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2  HEALTH  PLAN  REQUIREMENTS 

2  Sec.  216.  (a)  Section  1524(c)  (1)  is  amended  by 

3  striking  out  "Review"  and  inserting  in  lieu  thereof  "Estab- 

4  lish  a  uniform  format  for  HSP's  and  review". 

5  (b)  Section  1513(b)  (2)  is  amended  by  striking  out 

6  ' 'establish"  in  the  first  sentence  and  inserting  in  lieu  thereof 

7  ^'establish  (in  accordance  with  the  foraiat  prescribed  pur- 

8  suant  to  section  1524(c)  (1)  )'^ 

9  (c)  (1)  (A)  Section  1523(a)  (1)  is  amended  by  in- 

10  serting    (A)  "  after  ''  (1 )  "  and  by  inserting  before  the  period 

11  a  comma  and  the  following:  ''and  (B)   determine,  after 

12  consultation  with  the  Statewide  Health  Coordinating  Council, 

13  the  health  needs  of  the  State  which  are  statewide". 

14  (B)  Section  1523(a)  (2)  is  amended  by  striking  out 

15  "statewide  health  needs"  and  inserting  in  Ueu  thereof  "state- 

16  wide  health  needs  determined  under  paragraph  (1)  (B)  ". 

17  (2)  Section  1513(b)  (2)  is  amended  (A)  by  striking 

18  out  "and"  after  "resources  of  the  area;",  and  (B)  by  in- 

19  serting  before  the  period  at  the  end  of  the  first  sentence  a 

20  semicolon  and  the  following:  "and  (D)  which  are  responsive 

21  to  statewide  health  needs  as  determined  by  the  State  health 

22  planning  and  development  agency". 

23  (3)  Section  1524(c)  (2)  is  amended  by  inserting  "as 

24  determined  by  the  State  Agency  of  the  State"  after  "state- 

25  wide  health  needs"  each  place  it  occurs. 

26  (d)  Section  1513(b)  (2)  is  amended  by  insertmg  after 
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1  the  first  sentence  the  following:  ''The  HSP  shall  also  include 

2  a  statement  of  changes  (through  increases  or  reductions,  or 

3  both)  in  personnel,  facilities,  and  other  resources  which  the 

4  agency  determines  are  required  to  meet  the  goals  set  forth  in 

5  the  preceding  sentence. '\ 

6  (e)   Section  1513(b)  (3)   is  amended  by  adding  at 

7  the  end  the  following:  "The  AIP  shall  include  a  state- 

8  ment  of  the  personnel,  facilities,  and  other  resources  which 

9  the  agency  determines  are  required  to  meet  the  objectives 

10  described  pursuant  to  the  first  sentence.  Before  establish- 

11  ing  an  AIP,  the  agency  shall  conduct  a  public  hearing  on 

12  the  proposed  AIP  and  shall  give  interested  persons  an 

13  opportunity  to  submit  their  views  orally  and  in  writing. 

14  Not  less  than  thirty  days  prior  to  such  hearing,  the  agency 

15  shall  publish  in  at  least  two  newspapers  of  general  circu- 

16  lation  throughout  its  health  service  area  a  notice  of  its 

17  consideration  of  the  proposed  AIP,  the  time  and  place  of 

18  the  hearing,  the  place  at  which  interested  persons  may 

19  review  the  AIP  in  advance  of  the  hearing,  and  the  place 

20  and  period  during  which  to  submit  written  comments  tq 

21  the  agency  on  the  AIP.". 

22  (f)  Section  1513  (b)  (4)  is  repealed. 

23  CRITEEIA  AND  PEOCEDUEES  TOE  EEVTEWS 

24  Sec.  217.  (a)  (1)  The  first  sentence  of  section  1532 

25  (a)  is  amended  (A)  by  striking  out       and  in  perform- 

26  ing"  and  inserting  in  Heu  thereof       in  performing",  and 
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1  (B)  by  inserting  before  the  period  a  semicolon  and  the 

2  following:  ''and  in  performing  its  review  functions  a  State- 

3  wide  Health  Coordinating  Council  shall    (except  to  the 

4  extent  approved  by  the  Secretary)  fohow  procedures  and 

5  apply  criteria  developed  and  published  by  the  Council  in 

6  accordance  with  regulations  of  the  Secretary". 

7  (2)  The  second  sentence  of  such  section  is  amended 
S  by  striking  out  ''and  State  Agencies'*  and  inserting  in  lieu 
9  State  Agencies,   and  Statewide  Health  Coordinating 

10  Councils". 

11  (b)  ( 1 )  Subsections  (b)  and  (c)  of  section  1532  are 

12  each  amended — 

13  (A)  by  striking  out  "agency  and  State  Agency" 

14  each  place  it  occurs  and  inserting  in  heu  thereof  ''agency, 

15  State  Agency,  and  Statewide  Health  Coordinating  Coun- 

16  cil",  and 

1'^  (B)  by  striking  out  ''agency  or  State  Agency"  each 

18  place  it  occurs  and  inserting  in  lieu  thereof  "agency, 

19  State   Agency,    or   Statewide    Health  Coordinating 

20  CouncH". 

21  (2)  Subsection  (b)  (4)  of  such  section  is  amended  by 

22  striking  out  "agency  or  a  State  Agency"and  inserting  in  Heu 

23  thereof  "agency.  State  xlgency,  or  Statewide  Health  Coordi- 

24  Dating  Council". 

^  (c)  Saction  1532  (a)  is  amended  by  adding  at  the  end 
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2  the  following:  ''Health  systems  agencies  and  the  State 

2  Agency  within  each  State  shall  cooperate  in  the  development 

3  of  procedures  and  criteria  under  this  subsection  to  the  extent 

4  appropriate  to  the  achievement  of  efficiency  in  their  reviews 

5  and  consistency  in  criteria  for  such  reviews.". 

g  CEETIFICATE  OF  NEED  PROGRAMS 

7  Sec.  218.  (a)  Part  C  of  title  XV  is  amended  by  add- 

8  ing  at  the  end  the  following: 


9  "CEETIFICATE    OF    NEED  PROGRAM 

10  *'Sec.  1527.  (a)  The  certificate  of  need  program  ro- 
ll  quired  by  section  1523(a)  (4)  (B)  shall  provide  for  the 

12  following : 

13  *'  ( 1 )  Eeview  and  determination  of  need  under  such 

14  program  of— 

15  "  (A)  major  medical  equipment,  health  care 

16  facilities,  institutional  health  services,  and  home 

17  health  services,  and 

18  "{^)  capital  expenditures, 

19  shall  be  made  before  the  time  such  equipment  or  facili- 

20  ties  are  acquired,  such  services  or  facilities  are  offered  or 

21  developed,  substantial  expenditures  are  undertaken  in 

22  preparation  for  such  offering  or  development,  or  capital 

23  expenditures  are  obligated. 

24  *'(2)  The  acquisition,  offering,  and  development 

25  of  only  such  equipment,  facilities,  and  services  as  may 
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1  be  found  by  the  State  Agency  to  be  needed;  and  the 

2  obligation  of  only  those  capital  expenditures  found  to  be 

3  needed  by  the  State  Agency. 

4  '  (3)  After  a  certificate  of  need  is  issued  an  annual 

5  review  shall  be  conducted  of  the  progress  being  made  in 

6  making  the  equipment,  facihty,  or  service  for  which  the 

7  certificate  was  issued  available  for  use,  and  if  it  is  deter- 

8  mined  that  adequate  progress  is  not  being  made,  the 

9  certificate  shall  be  withdrawn  but  only  after  considera- 

10  tion  of  any  recommendation  made  by  the  health  systems 

11  agency  with  jurisdiction  over  the  area  to  be  served  by 

12  such  equipment,  facility,  or  service. 

13  ^'  (4)  In  issuing  a  certificate  of  need,  the  State  shftU 

14  specify  in  the  certificate  the  maximum  amount  of  capital 

15  expenditures  which  may  be  obligated  under  such  cer- 

16  tificate. 

17  "  (5)  The  program  shall  provide  that  each  decision 

18  of  the  State  Agency  not  to  issue  a  certificate  of  need 

19  shall,  upon  request  of  the  person  who  applied  for  such 

20  certificate,  be  reviewed  under  an  appeals  mechanism 

21  consistent  with  State  law  governing  the  practices  and 

22  procedures  of  administrative  agencies. 

23  "  (6)  The  program  shall  provide  that  each  decision 

24  of  the  State  Agency  to  issue  a  certificate  of  need  shall  be 
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1  consistent  with  the  State  health  plan  in  effect  for  such 

2  State  under  section  1524  (c) . 

3  "  (b)  In  granting  certificates  of  need  under  such  a  pro- 

4  gram  a  State  Agency  shall  take  into  account  recommenda- 

5  tions  made  by  health  systems  agencies  within  the  State  under 

6  section  1513  (f) 

7  (b)  (1)  Section  1523  (a)  (4)  (B)  is  amended  by  strik- 

8  ing  out  "new  mstitutional  health  services  proposed  to  be 

9  offered  or  developed  withui  the  State"  and  inserting  in  lieu 

10  thereof  "the  obligation  of  capital  expenditures  within  the 

11  State  and  the  offering  and  development  within  the  State  of 

12  institutional  health  services,  home  health  services,  health 

13  care  facilities,  and  major  medical  equipment". 

14  (2)  The  second  sentence  of  section  1523  (a)  (4)  is 

15  repealed. 

16  (3)  (A)  Section  1531  is  amended  (i)  by  striking  out 

17  "For  purposes  of  this  title"  and  inserting  in  lieu  thereof  "Ex- 

18  cept  as  otherwise  provided,  for  purposes  of  this  title",  and 

19  (ii)  by  adding  after  paragraph  (5)  the  following  new  para- 

20  graphs : 

21  "  (6)  For  purposes  of  sections  1523  and  1527,  the  term 

22  'capital  expenditure*  means  an  expenditure — 

23  "  (^)  niade  by  or  on  behalf  of  a  health  care  facility; 

24  and 
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1  "(B)  (i)  which  (I)  under  generally  accepted  ac- 

2  coimtuig  principles  is  not  properly  chargeable  as  an  ex- 

3  pense  of  operation  and  maintenance,  or  (II)  is  made  to 

4  obtain  by  lease  or  comparable  arrangement  any  facility 

5  or  part  thereof  or  any  equipment  for  a  facility  or  part; 

6  and  . 

7  "  (ii)  which  (I)  exceeds  $150,000,  (II)  changes 

8  the  bed  capacity  of  the  facility  with  respect  to  which 

9  the  expenditure  is  made,  or  (III)  substantially  changes 

10  the  services  of  such  facilitj^ 

11  Such  term  does  not  include  an  expenditure  to  obtain  (either 

12  by  purchase  or  under  lease  or  comparable  arrangement)  an 

13  existuig  health  care  facility  the  services  or  bed  capacity  of 

14  which  is  not  changed  in  being  so  obtained.  For  purposes  of 

15  subparagraph  (B)  (ii)  (I),  the  cost  of  any  studies,  surveys, 

16  designs,  plans,  working  drawings,  specification,  and  other 
1'^  activities  essential  to  the  acquisition,  improvement,  expan- 

18  sion,  or  replacement  of  any  plant  or  equipment  with  respect 

19  to  which  an  expenditure  described  m  subparagraph  (B)  (i) 

20  is  made  shall  be  included  ui  determinmg  if  such  expenditure 

21  exceeds  $150,000.  Donations  of  equipment  or  facilities  to  a 

22  health  care  facility  which  if  acquired  directly  by  such  facility 

23  would  be  subject  to  review  under  section  1527  shall  be  con- 

24  sidered  capital  expenditures  for  purposes  of  sections  1523 

25  and  1527. 
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1  "  (7)  For  purposes  of  sections  1523  and  1527,  the  term 

2  /major  medical  equipment'  means  medical  equipment  which 

3  is  used  for  the  provision  of  medical  and  other  health  services 

4  and  which  costs  in  excess  of  $150,000.". 

5  (B)  Section  1531  (5)  is  amended  by  striking  out  ''and 

6  health  maintenance  organizations  (as  such  facilities  and  or- 

7  ganizations"  and  inserting  in  lieu  thereof  ''  (as  such  facili- 

8  ties". 

9  (4)  Section  1532(b)  (2)  is  amended  (A)  by  striking 

10  out  "ninety  days"  and  inserting  in  lieu  thereof  "one  year". 

11  (5)  (A)   Section  1522  (b)  ( 13)  (A)   is  amended  by 

12  striking  out  ",  by  an  agency  of  the  State  (other  than  the 

13  State  health  planning  and  development  agency)  designated 

14  by  the  Governor". 

15  (B)  Section  1522(b)  (13)  (B)  is  amended  by  insert- 

16  ing   "under   subparagraph    (A) "   after   "the  reviewing 

17  agency". 

18  (6)  Section  1532  (c)  is  amended  by  adding  at  the  end 

19  the  following: 

20  "(10)  In  the  case  of  health  services  or  facilities 

21  proposed  to  be  provided,  the  efficiency  and  appropriate- 

22  ness  of  the  use  of  existing  services  and  faciUties  similar 

23  to  those  proposed.". 

24  (c)  Within  180  days  of  the  date  of  the  enactment  of 

25  this  Act,  the  Secretary  of  Health,  Education,  and  Welfare 
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1  shall  promulgate  such  regulations  as  may  be  necessary  to 

2  enable  the  States  to  establish  certificate  of  need  programs 

3  which  meet  the  requirements  of  section  1527  of  the  Public 

4  Health  Service  Act. 

5  APPEOPEIATENESS  EEVIEW 

6  Sec.  219.  (a)  (1)  Section  1513(g)  (1)  is  amended 

7  by  striking  out  ''all  institutional  health  services  offered  in 

8  the  health  service  area  of  the  agency"  and  inserting  in  lieu 

9  thereof  "at  least  those  institutional  and  home  health  services 

10  which  are  offered  in  the  health  service  area  of  the  agency  and 

11  which  have  been  designated  by  the  Secretary  by  regulation 

12  for  appropriateness  review  under  this  paragraph". 

13  (2)  Section  1523  (a)  (6)  is  amended  by  striking  out 

14  ''all  institutional  health  services  being  offered  in  the  State" 
and  inserting  in  lieu  thereof  "all  institutional  and  home  health 

IQ  services  which  are  offered  in  the  State  and  which  have  been 

17  designated  by  the  Secretary  for  appropriateness  review  under 

18  this  paragraph". 

19  (b)  Section  1523  (a)  is  amended  by  adding  after  and 

20  below  paragraph  (6)  the  following:  "Within  four  years 

21  from  the  date  of  the  enactment  of  the  Health  Planning 

22  Amendments  of  1978,  each  State  which  has  a  State  Agency 

23  designated  under  section  1521  (b)  (3)  shall  have  in  effect  a 

24  program  which  provides  that  institutional  and  home  health 

25  services  found  to  be  inappropriate  under  a  review  conducted 

26  under  paragraph  (6)  may  not  be  provided  in  such  State.". 
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2    EEVIEW  AND  APPROVAL  OF  PROPOSED  USES  OF  FEDERAL 

2  FUNDS 

3  Sec.  220.  (a)  Section  1524(c)(6)  is  amended— 

4  (1)   by  inserting  "(A)"  after  ''disapprove", 

5  (2)  by  striking  out  ''or  the  Comprehensive"  and 

6  inserting  in  lieu  thereof  "the  Drug  Abuse  Office  and 

7  Treatment  Act,  or  the  Comprehensive",  and 

8  (3)  by  inserting  before  the  period  a  comma  and 

9  the  following:  "and   (B)   any  appUcation   (and  any 

10  revision  of  an  application)  submitted  to  the  Secretary 

11  by  a  State  for  a  grant  or  contract  under  any  provision 

12  of  law  referred  to  in  clause  (A)  for  projects  in  more 

13  than  one  health  service  area  of  the  State". 

14  (b)  (1)  Section  1513(e)  (1)  (A)  (i)  is  amended— 

15  (A)  by  striking  out  "sections  409  and  410  of", 

16  and 

17  (B)   by  inserting  after  "health  resources"  the 

18  following:  "by  or  through  any  entity  other  than  the 

19  government  of  a  State  unless  such  resources  are  solely 

20  within  the  health  service  area  of  such  agency". 

21  (2)  Section  1513(e)  (1)  (B)  is  amended  by  striking 

22  out  "under  titles  IV,  VII,  or  VIII  of  this  Act"  and  in- 

23  serting  in  heu  thereof  "for  research  or  training". 

24  (3)  Section  1513(e)  (2)  is  amended— 

25  (A)  by  striking  out  ''such  paragraph"  la  t;he  first 
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1  sentence  and  inserting  in  lieu  tlicreof  ''paraoraph  (1) 

2  (A)  (i)",and 

3  (B)  by  striking-  out  "If"  in  the  second  sentence  and 

4  inserting  in  lieu  thereof  "If  under  paragraph  (1) 

5  (A)(i)". 

6  (4)  Section  1513(e)    is  amended  by  redesignating 

7  paragraph  (3)  as  paragraph  (4)  and  by  inserting  after 

8  paragraph  (2)  the  following  new  paragraph : 

9  *'(3)  The  Governor  of  a  State  shall  allow  health  sys- 

10  terns  agencies  sixty  days  to  make  the  review  required  by 

11  paragraph  (1)  (A)  (ii) .  If  under  such  paragraph  an  agency 

12  disapproves  a  proposed  use  in  its  health  service  area  of 

13  Federal  funds  described  in  paragraph    (1)  (A)  (i) ,  the 

14  Governor  may  not  make  such  Federal  funds  available  for 

15  such  use  until  he  has  made,  upon  request  of  the  entity  making 

16  such  proposal,  a  review  of  the  agency  decision.  In  making 
IT  any  such  review  of  any  agency  decision,  the  Governor  shall 

18  give  the  appropriate  State  health  planning  and  development 

19  agency  an  opportiinity  to  consider  the  decision  of  the  health 

20  systems  agency  and  to  submit  to  the  Governor  its  comments 

21  on  the  decision.  The  Governor,  after  taking  into  consideration 

22  such  State  Agency's  comments  (if  any) ,  may  make  such 

23  Federal  funds  available  for  such  use,  notwithstanding  the 

24  disapproval  of  the  health  systems  agency.  Each  such  decision 

25  by  the  Governor  to  make  funds  available  shall  be  submitted 
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1  to  the  appropriate  health  systems  agenc_y  and  State  health 

2  planning  and  development  agency  and  shall  contain  a 

3  detailed  statement  of  the  reasons  for  the  decision.", 

4  COOEDINATION  OF  HEALTH  PLANNING  WITH  EATE  REVIEW 

5  Sec.  221.  (a)  Section  1513  (d)  is  amended  by  insert- 

6  ing  after  the  first  sentence  the  following:  "Each  health  sys- 

7  terns  agency  shall  also  coordhiate  its  activities  with  any 

8  entity  of  the  State  in  which  the  agency  is  located  which  re- 

9  views  the  rates  and  budgets  of  health  care  facilities  located 

10  in  the  health  systems  agency's  health  service  area.". 

11  (b)  Section  1522(b)  (7)  (A)  is  amended  by  inserting 

12  before  the  comma  at  the  end  the  following:  ''and  for  the  co- 

13  ordination  by  the  State  Agency  in  the  conduct  of  its  activities 

14  with  any  entity  of  the  State  which  reviews  the  rates  and 

15  budgets  of  health  care  facilities  in  the  State". 

16  COORDINATION  WITHIN  STANDARD  METROPOLITAN 

17  STATISTICAL  AREAS 

18  Sec.  222.  Subsection  (d)  of  section  1513  is  amended 

19  (1)  by  inserting  ''  (1)  "  after  '' (d)  ",  (2)  by  redesignating 

20  paragraphs  (1),  (2),  (3),  and  (4)  as  subparagraphs  (A), 

21  (B),  (C),  and  (D),  respectively,  and  (3)  by  adding  at 

22  the  end  the  following : 

23  (2)  Each  health  systems  agency  which  has  all  or  part 

24  of  its  health  systems  area  within  a  part  of  a  standard  metro- 

25  poHtan  statistical  area  (as  deteraiined  by  the  Office  of  Man- 
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2  agement  and  Budget)  shall  coordinate  its  activities  with  the 

2  activities  of  any  other  health  systems  agency  which  has  any 

3  part  of  its  health  systems  area  within  such  standard  metro- 

4  politan  statistical  area.  Such  coordination  shall  be  carried  out 

5  in  accordance  with  a  plan  approved  by  the  Secretary  which 
Q  shall  at  least  provide  that  each  health  systems  agency  desig- 

7  nated  for  a  health  service  area  within  any  part  of  a  single 

8  standard  metropolitan  statistical  area  shall  review  (A)  each 

9  HSP  and  AIP  for  each  such  health  service  area,  (B)  the 

10  criteria  used  in  accordance  with  section  1532  for  reviews  af- 

11  fecting  any  such  area,  and  (C)  each  decision  under  certifi- 

12  cate  of  need  programs  which  affect  any  such  area.". 

13  STATEWIDE  HEALTH  COOEDINATING  COUNCIL  COMPOSITION 

14  Sec.    223.    (a)  (1)    Section    1524(b)  (1)  (A)  is 

15  amended  (1)  by  striking  out  clause  (ii)  and  by  redesignat- 

16  ing  clause  (iii)  as  clause  (ii),  and  (2)  by  amending  the 

17  first  sentence  of  clause  (ii)   (as  so  redesignated)  to  read  as 

18  follows:  ''The  number  of  representatives  on  the  SHCC  to 

19  which  a  health  systems  agency  is  entitled  shall  be  a  number 

20  which  is  based  on  the  relationship  of  the  population  of  the 

21  health  service  area  in  the  State  of  such  agency  to  the  popu- 

22  lation  of  the  State,  except  that  each  agency  shall  be  entitled 

23  to  at  least  two  representatives  on  the  SHCC". 

24  (2)  Section  1524(b)(1)(A)  is  amended   (A)  by 

25  striking  out  "at  least  five",  and  (B)  by  adding  at  the  end 
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1  "Each  agency  shall  submit  a  number  of  nominees  to  the  Gov- 

2  ernor  which  is  at  least  twice  the  number  of  representatives 

3  on  the  SHCC  to  which  the  agency  is  entitled.". 

4  (b)  Section  1524  (b)  (2)  is  amended  to  read  as  follows : 

5  ''(2)  The  Governor  shall  select  the  chairman  of  the 

6  SHCC  from  its  members.". 

7  AUTHOEIZATIONS 

8  Sec.  224.  (a)  Section  1516(d)  (1)   (as  amended  by 

9  sections  101  and  206)  is  amended — 

10  (1)  by  strikmg  out  'W"  after  "1976,",  and 

11  (2)  by  inserting  before  the  period  the  following: 

12  $150,000,000  for  the  fiscal  year  ending  September  30, 

13  1980,  $160,000,000  for  the  fiscal  year  ending  Septem- 

14  ber  30,  1981,  $170,000,000  for  the  fiscal  year  ending 

15  September  30,  1982". 

16  (b)  Section  1525(c)   (as  amended  by  section  101)  is 

17  amended — 

18  ( 1 )  by  striking  out  "and"  after  "1976,",  and 

19  (2)  by  inserting  before  the  period  the  following: 

20  ",  $35,000,000  for  the  fiscal  year  ending  September  30, 

21  1980,  $37,000,000  for  the  fiscal  year  ending  Septem- 

22  ber  30,  1981,  $39,000,000  for  the  fiscal  year  ending 

23  September  30,  1982". 

24  (c)  Section  1526(e)   (as  amended  by  section  101)  is 

25  amended — 
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;i  (1)  by  striking  out  "and"  after  ''197G/',  and 

2  (2)  by  inserting  before  the  period  the  following: 

3  $6,000,000  for  the  fiscal  year  ending  September  30, 

4  1980,  $7,000,000  for  the  fiscal  year  ending  Septem- 

5  ber  30,  1981,  $8,000,000  for  the  fiscal  year  ending 

6  September  30,  1982". 

7  (d)  Section  1534(d)   (as  amended  by  section  101)  is 

8  amended — 

9  (1)  by  striking  out  ''and"  after  "1976,",  and 

10  (2)  by  inserting  before  the  period  the  following: 

11  $10,000,000  for  the  fiscal  year  ending  September  30, 

12  1980,  $11,000,000  for  the  fiscal  year  ending  Septem- 

13  ber  30,  1981,  $12,000,000  for  the  fiscal  year  ending 

14  September  30,  1982". 

15  (e)  Section  1640(d)   (as  amended  by  section  101)  is 

16  amended — 

17  (1)  by  strildng  out  "and"  after  "1976,",  and 

18  (2)  by  inserting  before  the  period  the  following: 

19  ",  $120,000,000  for  the  fiscal  year  ending  September  30, 

20  1980,  $150,000,000  for  the  fiscal  year  ending  Septem- 

21  ber  30,  1981,  $150,000,000  for  the  fiscal  year  ending 

22  September  30,  1982". 

23  EFFECTIVE  DATE 

24  Sec.  225.  The  amendments  made  by  this  title  (other 

25  than  section  224)  shall  take  efTect  one  j^ear  after  the  date  of 
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2  the  enactment  of  this  Act,  except  that  on  and  after  the  date 

2  of  the  enactment  of  this  Act — 

3  (1)  a  health  systems  agency  and  a  State  health 

4  planning  and  development  agency  may  make  the  organi- 

5  zational  and  related  changes  required  by  the  amend- 

6  ments  to  sections  1512,  1522,  and  1523  of  the  Public 

7  Health  Service  Act,  and 

8  (2)  such  agencies.  State  health  planning  and  de- 

9  velopment  agencies,  and  Statewide  Health  Coordinating 

10  Councils  may  act  in  accordance  with  the  changes  in  their 

11  functions  made  by  the  amendments  to  sections  1513, 

12  1522,  1523,  1524,  1527,  and  1532  of  the  Public  Health 

13  Service  Act. 

14  TITLE  III— EEVISION  OF  AUTHORITY  FOR 

15  HEALTH  EESOURCES  DEVELOPMENT 

16  EEVISION  AND  EXTENSION  OF  ASSISTANCE 

17  Sec.  301.  (a)  Part  B  of  title  XVI  is  repealed. 

18  (b)   Subsections   (a)   and   (b)   of  section  1620  are 

19  amended  to  read  as  follows : 

20  ''(a)(1)    The  Secretary,  during  the  period  ending 

21  September  30,  1982,  may,  in  accordance  with  this  part, 

22  make  loans  from  the  fund  established  under  section  1622  (d) 

23  to  any  public  or  nonprofit  private  entity  for  projects  for— 

24  ''(A)  modernization  of  medical  facilities, 

25  "  (^)  construction  of  new  outpatient  facilities. 
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1  "(C)  construction  of  new  inpatient  medical  facili- 

2  ties  in  (i)  areas  which  have  experienced  (as  determined 

3  under  regulations  of  the  Secretary)  recent  rapid  popu- 

4  lation  growth,  or  (ii)  areas  where  merger  or  closure  of 

5  medical  facilities  has  resulted  in  a  reduction  in  the  num- 

6  her  of  hospital  beds  available  in  such  areas,  and 

7  "  (^)  conversion  of  existing  medical  facilities  for 

8  the  provision  of  new  health  services. 

9  *'(2)  (A)   The  Secretary,  during  the  period  ending 

10  September  30,  1982,  may,  in  accordance  with  this  part, 

11  guarantee  to — 

12  (i)  non-Federal  lenders  for  their  loans  to  non- 
13  profit  private  entities  for  medical  facihties  projects  de- 

14  scribed  in  paragraph  ( 1 ) ,  and 

15  *'(ii)  the  Eederal  Financing  Bank  for  its  loans  to 

16  nonprofit  private  entities  for  such  projects, 

17  payment  of  principal  and  interest  on  such  loans. 

18  (B)  In  the  case  of  a  guarantee  of  any  loan  to  a  non- 
19  profit  private  entity  under  subparagraph  (A)  (i),  the  Sec- 

20  retary  shall  pay,  to  the  holder  of  such  loan  and  for  and  on 

21  behalf  of  the  project  for  which  the  loan  was  made,  amounts 

22  sufficient  to  reduce  by  3  per  centum  per  annum  the  net  ef- 

23  fective  interest  rate  otherwise  payable  on  such  loan.  Each 

24  holder  of  such  a  loan  which  is  guaranteed  under  such  sub- 

25  paragraph  shall  have  a  contractual  right  to  receive  from 
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1  the  United  States  interest  payments  required  by  the  pre- 

2  ceding  sentence. 

3  (b)  The  principal  amount  of  a  loan  directly  made  or 

4  guaranteed  under  subsection  (a)  for  a  medical  facihties 

5  project,  when  added  to  any  other  assistance  provided  such 
Q  project  under  part  B,  may  not  exceed  90  per  centum  of  the 

7  cost  of  such  project  unless  the  project  is  located  in  an  area 

8  determined  by  the  Secretary  to  be  an  urban  or  rural  poverty 

9  area,  in  which  case  the  principal  amount,  when  added  to 

10  other  assistance  under  part  B,  may  cover  up  to  100  per 

11  centum  of  such  costs/*. 

12  (c)  Section  1625  is  amended  to  read  as  follows: 

13  *'PEOJECT  GEANTS 

14  ''Sec.  1625.  (a)  (1)  The  Secretary  may  make  grants 

15  for  construction  or  modernization  projects  designed  to  (A) 

16  eliminate  or  prevent  imminent  safety  hazards  as  defined  by 

17  Federal,  State,  or  local  fire,  building,  or  life  safety  codes  or 

18  regulations,  or  (B)  avoid  noncompliance  with  State  or  vol- 

19  untary  licensure  or  accreditation  standards.  A  grant  under 

20  this  paragraph  may  only  be  made  to  a  State  or  pohtical 

21  subdivision  of  a  State,  including  any  city,  town,  county, 

22  borough,  hospital  district  authority,  or  public  or  quasi-public 

23  corporation,  for  a  project  described  in  the  preceding  sen- 

24  tence  for  any  medical  facility  owned  or  operated  by  it. 
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1  "(2)  The  amount  of  any  grant  under  paragraph  (1) 

2  may  not  exceed  75  per  centum  of  the  cost  of  the  project  for 

3  which  the  grant  is  made  unless  the  project  is  located  in  an 

4  area  determined  by  the  Secretary  to  be  an  urban  or  rural 

5  poverty  area,  in  which  case  the  grant  may  cover  up  to  100 

6  per  centum  of  such  costs. 

7  "  (3)  There  are  authorized  to  be  appropriated  for  grants 

8  under  paragraph  (1)  $100,000,000  for  the  fiscal  year  end- 

9  uig  September  30,  1980,  $100,000,000  for  the  fiscal  year 

10  endmg  September  30,  1981,  and  $100,000,000  for  the  fiscal 

11  year  ending  September  30,  1982. 

12  (b)  (1)  The  Secretary  may  make  grants  to  public  and 

13  nonprofit  entities  for  projects  for  (A)  construction  of  out- 

14  patient  medical  facilities  to  provide  services  for  medically 

15  underserved  populations,  and  (B)  conversion  of  existing  fa- 

16  cilities  into  outpatient  medical  facilities  to  provide  such 
1'^  services. 

18  ^'(2)  The  amount  of  any  grant  under  paragraph  (1) 

19  may  not  exceed  80  per  centum  of  the  cost  of  the  project 

20  for  which  the  grant  is  made  unless  the  project  is  located 

21  in  an  area  determined  by  the  Secretary  to  be  an  m'ban  or 

22  riu*al  poverty  ai'ea,  in  which  case  the  gi'ant  may  cover  up 

23  to  100  per  centum  of  such  costs. 

24  ''(3)    There  are  authorized  to  be  appropriated  for 

25  grants  under  paragraph   (1)    $30,000,000  for  the  fiscal 
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1  year  ending  September  30,  1980,  $40,000,000  for  the 

2  fiscal  year  ending  September  30,  1981,  and  $40,000,000 

3  for  the  fiseal  year  ending  September  30,  1982.". 

4  CONFOEMING  AMENDMENTS 

5  Sec.  302.  (a)  Part  A  is  repealed  and  parts  C,  D,  E, 

6  and  F  of  title  XVI  are  redesignated  as  parts  A,  B,  C,  and 

7  D,  respectively. 

8  (b)  Part  0  (as  so  redesignated)  is  amended  by  strik- 

9  ing  out  section   1630,  by  redesignating  sections  1631 

10  through  1635  as  sections  1622  through  1626,  respectively, 

11  and  by  inserting  before  section  1622  (as  so  redesignated) 

12  the  following: 


13  "general  regulations 

14  ^'Sec.  1620.  The  Secretary  shall  by  regulation— 

15  ( 1 )  prescribe  the  manner  in  which  he  shall 
1^  determine  the  priority  among  projects  for  which  as- 
l'^  sistance  is  available  under  part  A  or  B,  based  on  the 
1^  relative  need  of  different  areas  for  such  projects  and 

19  giving  special  consideration — 

20  "(A)  to  projects  for  medical  facilities  serving 

21  areas  with  relatively  small  financial  resources  and 

22  for  medical  facilities  serving  rural  communities, 

23  "  (B)  in  the  case  of  projects  for  modernization 

24  of  medical  faciUties,  to  projects  for  facilities  serving 

25  densely  populated  areas, 
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\  "  (C)  in  the  case  of  projects  for  construction  of 

2  outpatient  medical  facilities,  to  projects  that  will  he 

3  located  m,  and  provide  services  for  residents  of,  areas 

4  determined  by  the  Secretary  to  he  rural  or  urhan 

5  poverty  areas, 

6  "  {^)  to  projects  designed  to  (i)  eliminate  or 

7  prevent  imminent  safety  hazards  as  defined  hy 

8  Eederal,  State,  or  local  fire,  huilding,  or  life  safety 

9  codes  or  regulations,  or  (ii)  avoid  noncompliance 

10  with  State  or  voluntary  licensure  or  accreditation 

11  standards,  and  ' 

12  "(E)  to  projects  for  medical  facilities  which, 

13  alone  or  in  conjunction  with  other  facilities,  will 

14  provide    comprehensive    health    care,  including 

15  outpatient    and    preventive    care    as    well  as 

16  hospitalization; 

17  "  (2)  prescribe  for  medical  facilities  projects  assisted 

18  under  part  A  or  B  general  standards  of  construction, 

19  modernization,  and  equipment,  which  standards  may 

20  ^^ary  on  the  basis  of  the  class  of  facilities  and  their  loca- 

21  tion;  and 

22  "  ( 3 )  prescribe  the  general  maimer  in  which  each 

23  entity  which  receives  financial  assistance  under  part  A 

24  or  B  or  has  received  financial  assistance  under  part  A 

25  or  B  or  title  VI  shall  be  required  to  comply  with  the 
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1  assurances  required  to  be  made  at  the  time  such  assist- 

2  ance  was  received  and  the  means  by  which  such  entity 

3  shall  be  required  to  demonstrate  compliance  with  such 

4  assurances. 

5  An  entity  subject  to  the  requirements  prescribed  pursuant  to 

6  paragraph  (3)  respecting  compliance  with  assurances  made 

7  in  connection  with  receipt  of  financial  assistance  shall  sub- 

8  mit  periodically  to  the  Secretary  data  and  information  which 

9  reasonably  supports  the  entity's  compliance  with  such  as- 

10  surances.  The  Secretary  may  not  waive  the  requirement  of 

11  the  preceding  sentence. 

12  "applications 

13  "Sec.  1621.  (a)  No  loan,  loan  guarantee,  or  grant  may 

14  be  made  under  part  A  or  B  for  a  medical  facihties  project 

15  unless  an  application  for  such  project  has  been  submitted 

16  to  and  approved  by  the  Secretary.  If  two  or  more  entities 

17  join  in  a  project,  an  appHcation  for  such  project  may  be  filed 

18  by  any  of  such  entities  or  by  all  of  them. 

"(b)  (1)  An  application  for  a  medical  facilities  project 

20  shall  be  submitted  in  such  form  and  manner  as  the  Secretary 

21  shall  by  regulation  prescribe  and  shall,  except  as  provided  ui 

22  paragraph  (2),  set  forth — 

23  "  (A)  m  the  case  of  a  modernization  project  for  a 

24  medical  facility  for  continuation  of  existing  health  serv- 

25  ices,  a  finding  by  the  State  Agency  of  a  continued  need 
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1  for  such  services,  and,  in  the  case  of  any  other  project  for 

2  a  medical  facility,  a  finding  by  the  State  Agency  of  the 

3  need  for  the  new  health  services  to  be  provided  through 

4  the  medical  facility  upon  completion  of  the  project; 

5  "  (B)  in  the  case  of  an  application  for  a  grant,  as- 

6  surances  satisfactory  to  the  Secretary  that  (i)  the  appli- 

7  cant  making  the  application  would  not  be  able  to  com- 

8  plete  the  project  for  which  the  application  is  submitted 

9  without  the  grant  applied  for,  and  (ii)  m  the  case  of  a 

10  project  to  construct  a  new  medical  facility,  it  would  be 

11  inappropriate  to  convert  an  existing  medical  facility  to 

12  provide  the  services  to  be  provided  through  the  new 

13  medical  facility; 

24  "  (C)  a  description  of  the  site  of  such  project; 

25  "(I))  plans  and  specifications  therefor  which  meet 
2g  the  requirements  of  the  regulations  prescribed  under  sec- 
17  tion  1620(2)  ; 

(E)  reasonable  assm'ance  that  title  to  such  site  is 
or  will  be  vested  in  one  or  more  of  the  entities  filing  the 

20  application  or  in  a  public  or  other  nonprofit  entity  which 

21  is  to  operate  the  facility  on  completion  of  the  project; 

22  "(^)  reasonable  assurance  that  adequate  financial 

23  support  will  be  available  for  the  completion  of  the  proj- 

24  ect  and  for  its  maintenance  and  operation  when  com- 

25  pleted,  and,  for  the  purpose  of  determining  if  the  require- 
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2  ments  of  tliis  subparagraph  are  met,  Federal  assistance 

2  provided  directly  to  a  medical  facility  which  is  located  in 

3  an  area  determined  by  the  Secretary  to  be  an  urban  or 

4  rural  poverty  area  or  through  benefits  provided  indi- 

5  viduals  served  at  such  facility  shall  be  considered  as 
Q  financial  support; 

7  *'(Gr)  the  type  of  assistance  being  sought  under  part 

8  A  or  B  for  the  project ; 

9  "(H)  reasonable  assurance  that  all  laborers  and 

10  mechanics  employed  by  contractors  or  subcontractors  in 

11  the  performance  of  work  on  a  project  will  be  paid  wages 

12  at  rates  not  less  than  those  prevailmg  on  similar  construc- 

13  tion  in  the  locality  as  determined  by  the  Secretary  of 

14  Labor  in  accordance  with  the  Act  of  March  3,  1931 

15  (40  U.S.C.  276a— 276a-5,  known  as  the  Davis-Bacon 

16  Act) ,  and  the  Secretary  of  Labor  shall  have  with  respect 

17  to  such  labor  standards  the  authority  and  functions  set 

18  forth  in  Reorganization  Plan  Numbered  14  of  1950  (15 

19  F.E.  3176;  5  U.S.C.  Appendix)  and  section  2  of  the 

20  Act  of  June  13,  1934  (40  U.S.C.  276c)  ; 

21  "  (I)  in  the  case  of  a  project  for  the  construction 

22  or  modernization  of  an  outpatient  faciUty,  reasonable 

23  assurance  that  the  services  of  a  general  hospital  will 

24  be  available  to  patients  at  such  facility  who  are  in  need 

25  of  hospital  care;  and 
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1  "  ( J)  reasonable  assurance  that  at  all  times  after 

2  sucli  application  is  approved  (i)  the  facility  or  portion 

3  thereof  to  be  constructed,  or  modernized,  or  converted 

4  will  be  made  available  to  all  persons  residing  or  em- 

5  ployed  in  the  area  served  by  the  facility,  and  (ii)  there 

6  will  be  made  available  in  the  facility  or  portion  thereof 

7  to  be  constructed,  modernized,  or  converted  a  reason- 

8  able  volume  of  services  to  persons  unable  to  pay  there- 

9  for  and  the  Secretary,  in  determining  the  reasonable- 

10  ness  of  the  volume  of  services  provided,  shall  take  into 

11  consideration  the  extent  to  which  compliance  is  feasible 

12  from  a  financial  viewpoint. 

13  (2)  (A)  The  Secretary  may  waive— 

14  (i)   the  requirements  of  subparagraph   (D)  of 

15  paragraph  (1)  for  compliance  with  modernization  and 

16  equipment  standards  prescribed  pursuant  to  section  1620 

17  (2),  and 

18  "  (ii)  the  requirement  of  subparagraph  (E)  of  para- 

19  graph  (1)  respecting  title  to  a  project  site, 

20  in  the  case  of  an  application  for  a  project  described  in 

21  subparagraph  (B)  of  this  paragraph. 

22  *'(B)  A  project  referred  to  in  subparagraph  (A)  is  a 

23  project — 

24  "  (i)  for  the  modernization  of  an  outpatient  medical 

25  facility  which  will  provide  general  purpose  health  serv- 
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2  ices,  which  is  not  part  of  a  hospital,  and  which  will  serve 

2  a  medically  underserved  population  as  defined  in  section 

3  1633  or  as  designated  by  a  health  systems  agency,  and 

4  (ii)  for  which  the  applicant  seeks  a  loan  under 

5  part  A  the  principal  amount  of  which  does  not  exceed 

6  $20,000.". 

rj  TECHNICAL  AMENDMENTS 

g  Sec.  303.  (a)  Part  A  (as  so  redesignated)  is  amended — 

9  (1)      striking  out  section  1621  and  by  redesignat- 

;j^0  ing  sections  1620  and  1622  as  sections  1601  and  1602, 

21  respectively, 

12  (2)  by  striking  out  "section  1622(d)"  in  subsec- 

13  tion  (a)  (1)  of  section  1601  (as  so  redesignated)  and 
54  inserting  in  lieu  thereof  "section  1602  (d)  ",  and 

15  (3)  by  striking  out  "section  1620(b)  (2)"  each 

16  place  it  occurs  in  subsection  (d)  of  section  1602  (as  so 

17  redesignated)   and  insertmg  in  lieu  thereof  "section 

18  1601(a)(2)(B)". 

19  (b)  Section  1625  of  part  B  (as  so  redesignated)  is  re- 

20  designated  as  section  1610. 

21  (c)  Subsection  (a)  (1)  of  section  1622  (as  so  redesig- 

22  nated)  is  amended  by  striking  out  "section  1604"  and  in- 

23  serting  m  lieu  thereof  "section  1621". 

24  (d)  Section  1623  (as  so  redesignated)  is  amended  by 

25  striking  out  "state"  in  the  heading  for  such  section. 
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1  (e)  Section  1624  (as  so  redesignated)  is  amended  by 

2  stiiking  out  paragraphs  (1)  and  (2)  and  by  redesignating 

3  paragraphs  (3)  through  (16)  as  paragraphs  (1)  through 

4  (14) ,  respectively. 

5  (f)  Section  1626  (as  so  redesignated)  is  amended  by 

6  sti'Lking  out  ''section  1604"  and  inserting  in  lieu  thereof 

7  "section  1621". 

8  EFFECTIVE  DATE 

9  Sec.  304.  The  amendments  made  by  this  title  shall  take 
10  effect  October  1,  1979. 
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Mr.  KoGERS.  We  are  pleased  to  have  as  our  first  witness  today  for 
the  Department  of  Health,  Education,  and  Welfare  the  Honorable 
Hale  Champion,  who  is  the  Under  Secretary  of  HEW. 

Mr.  Secretary,  we  welcome  you  to  the  committee  and  your  col- 
leagues, Mr.  Foley,  Ms.  Davis  and  Ms.  Hanft.  We  will  be  pleased  to 
receive  your  statement  and  it  will  be  made  a  part  of  the  record 
in  full. 

We  will  be  pleased  to  have  your  statement  at  this  time. 

STATEMENT  OF  HON.  HALE  CHAMPION,  UNDER  SECRETARY,  DE- 
PARTMENT OF  HEALTH,  EDUCATION,  AND  WELFARE,  ACCOM- 
PANIED BY  HENRY  A.  FOLEY,  M.D.,  ADMINISTRATOR  OF  HEALTH 
RESOURCES  ADMINISTRATION;  KAREN  DAVIS,  DEPUTY  ASSIST- 
ANT SECRETARY  FOR  PLANNING  AND  EVALUATION  (HEALTH) ; 
AND  RUTH  S.  HANFT,  DEPUTY  ASSISTANT  SECRETARY  FOR 
HEALTH,  RESEARCH  AND  STATISTICS 

Mr.  Champion.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  be  here  today  to  discuss  proposals  to  revise  and 
extend  the  health  planning  authority  first  enacted  in  the  National 
Health  Planning  and  Resources  Development  Act  of  1974. 

I  am  also  pleased  to  be  the  first  HEW  witness  to  testify  this  ses- 
sion as  your  subcommittee  begins  work  on  its  formidable  agenda. 
The  work  you  will  do  this  year  holds  promise  for  major  improve- 
ments in  the  quality  and  efficiency  of  our  Nation's  health  care  de- 
livery system. 

I  think  it  is  appropriate  that  you  are  commencing  your  legislative 
hearings  this  session  with  the  Health  Planning  and  Resources  De- 
velopment Act. 

Comprehensive  planning  at  local,  regional  and  national  levels  is 
no  longer  a  luxury  in  America.  It  is  a  necessity. 

It  is  a  necessity  if  we  are  ever  to  implement  a  comprehensive,  uni- 
versal system  for  the  national  health.  It  is  a  necessity  if  we  are  ever 
to  provide  sufficient  health  care  resources  in  areas  which  are  under- 
served,  while  curbing  unnecessary  and  expensive  duplication  in  areas 
which  are  not. 

It  is  a  necessity  if  we  are  ever  to  fashion  a  flexible  system  respon- 
sive to  all  the  health  care  needs  of  individuals — one  which  recog- 
nizes the  importance  of  research  and  education  to  teach  people  how 
to  stay  healthy,  in  addition  to  providing  appropriate,  high  quality 
services  for  them  when  they  cannot. 

In  short,  good  planning  is  essential  if  we  are  ever  to  overcome 
defects  and  inefficiencies  wrought  by  decades  of  haphazard  growth, 
fragmentation,  maldistribution,  and  perverse  economic  incentives 
in  our  national  health  care  system. 

In  1946,  Congress  made  its  first  major  effort  to  correct  some  of 
those  defects  and  deficiencies,  when  it  passed  the  Hospital  Survey 
and  Construction  Act — better  known  as  Hill-Burton. 

While  the  primary  purpose  of  Hill-Burton  was  to  fund  construc- 
tion of  new  hospitals  in  medically  underserved  areas,  the  act  also 
required  States  to  survey  their  own  health  needs  and  develop  State 
plans  for  the  construction  of  facilities. 
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HillrBurton  was  extremely  successful  as  a  construction  program. 
However,  its  planning  requirements  were  largely  targeted  on  the 
needs  of  underserved  areas.  Moreover,  some  of  its  basic  planning 
assumptions  have  since  proved  to  be  mistaken  or  outdated. 

During  the  1960's,  Congress  attempted  to  remedy  that  deficiency 
by  enacting  a  number  of  planning  amendments  to  the  basic  Hill- 
Burton  Act  and  other  health  authorities.  In  particular,  programs 
like  the  comprehensive  health  planning  program  (CHP)  sought  to 
create  a  structure  to  develop  area-wide  health  plans  and  to  afford 
local  review  and  comment  on  Federal  grantmaking  activities.  How- 
ever, the  outcome  of  these  efforts  was  too  often  vague,  untargeted, 
and  ineffective.  Moreover,  the  CHP  program  was  hamstrung  by  the 
statutory  requirement  that  it  plan,  "Without  interfering  with  exist- 
ing patterns  of  private  professional  practice  of  medicine,  dentistry, 
and  related  healing  arts." 

In  1974,  Congress  finally  scrapped  the  earlier,  tentative  planning 
efforts,  in  favor  of  a  completely  new  system  for  health  planning: 
The  National  Health  Planning  and  Kesources  Development  Act, 
which  enacted  the  provisions  before  us  today  for  review.  And  while 
that  system  has  proved  to  be  complex  and  difficult  to  start  up,  it 
gives  every  indication  of  some  day  becoming  the  program  its  vi- 
sionary drafters — including  you,  Mr.  Chairman — expected  it  to  be : 
A  comprehensive,  nationwide  planning  effort  for  "the  achievement 
of  equal  access  to  quality  health  care  at  reasonable  cost." 

For  that  reason,  while  we  are  submitting  a  number  of  amend- 
ments for  improving  the  operation  of  the  1974  law,  we  agree  with 
you,  and  with  your  colleagues  in  the  Senate,  that  the  basic  structure 
of  the  planning  act  is  sound,  and  that  we  should  concentrate  our 
efforts  on  assisting  that  structure  to  become  fully  operational  in  the 
months  and  years  ahead. 

The  balance  of  my  testimony  this  morning,  Mr.  Chairman,  will 
be  devoted  to  a  brief  progress  report  on  current  implementation  of 
the  act ;  a  description  of  the  few  problems  and  issues  we  believe  you 
should  address  in  extending  this  authority;  and  a  discussion  of 
several  of  the  more  important  amendments  being  proposed  by  the 
Department,  and  in  your  bill,  to  address  those  problems  and  issues. 

CURRENT  HEALTH  PLANNING  PROGRAM  OPERATIONS 

At  this  time,  all  205  health  systems  agencies,  with  staff  totaling 
3,200,  have  been  designated  and  funded.  Although  only  nine  HSA's 
have  been  fully  designated,  we  anticipate  that  by  next  September  30, 
175  HSA's  will  be  fully  designated.  Over  8,000  people  serve  on  the 
205  HSA  governing  bodies. 

Consumer  and  provider  representation  on  these  governing  bodies 
is  balanced — 53  percent  consumer  and  47  percent  providers.  How- 
ever, I  should  note  that  such  a  balance  can  sometimes  be  more  theo- 
retical than  real,  and  we  are  concerned  about  the  effects  on  the 
health  planning  process  in  such  cases. 

Additionally,  nearly  500  advisory  subarea  councils  with  13,000 
members  have  been  organized  by  many  HSA's.  At  the  State  level, 
all  56  State  health  planning  and  development  agencies  have  been 
designated.  Forty-eight   States  have  established  their  statewide 
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health  coordinating  councils,  which  are  to  work  with  the  State 
health  planning  and  development  agencies.  Some  1,700  individuals 
represent  a  mix  of  State  and  local  representations. 

Now  that  initial  organizational  and  structural  efforts  are  sub- 
stantially behind  them,  most  HSA's  are  giving  highest  priority  to 
the  development  of  their  long  range  health  systems  plans  and  short- 
range  annual  implementation  plans — in  other  words,  the  actual 
process  of  health  planning  has  begun.  Within  6  months,  we  antici- 
pate that  over  150  HSA's  will  have  established  their  health  systems 
plans.  The  development  of  these  plans  by  HSA's,  and  the  subse- 
quent development  of  the  State  Health  and  Medical  Facilities  Plans 
by  State  agencies,  is  a  critical  step  in  implementation  of  the  plan- 
ning law.  These  plans  will  provide  the  supporting  basis  for  HSA 
recommendation  and  State  action  on  certificate  of  need  and  the 
section  1122  program,  as  well  as  other  legislatively  authorized  activi- 
ties. I  have  appended  to  my  statement  a  more  extensive  status  report 
on  administration  of  the  certificate  of  need  and  section  1122  pro- 
grams. 

While  there  has  been  much  success  in  establishing  the  structure 
and  beginning  the  health  planning  process  at  the  local  and  State 
levels,  I  must  candidly  admit  that  the  Department  has  been  remiss 
in  issuing  regulations.  After  arriving  at  HEW  last  January,  Secre- 
tary Califano  and  I  discovered  that  only  two  sets  of  final  imple- 
menting regulations  for  this  program  had  been  issued. 

While  reasons  for  this  slow  pace  were  offered — inadequate  staff 
resources,  complex  policy  issues,  the  need  to  develop  supporting 
data,  the  requirements  for  substantial  public  involvement  and  com- 
ment, and  a  time-consuming  issuance  process — we  found  the  lack  of 
progress  inexcusable.  We  are  now  moving  as  rapidly  as  possible  to 
correct  these  problems.  The  establishment  of  national  guidelines,  for 
example,  together  with  clear  instructions  on  their  use  by  State  and 
local  planners,  will  help  HSA's  plan  with  the  greater  specificity  they 
need  if  their  plans  are  to  be  meaningful.  We  expect  final  publication 
of  the  guidelines  in  early  March,  as  soon  as  possible  after  the  close 
of  the  30-day  comment  period  now  in  effect. 

I  would  like  to  make  a  brief  comment  about  the  national  health 
planning  guidelines  at  this  point.  As  we  look  back  on  the  experiences 
of  the  last  few  months,  I  think  we  can  see  that  HEW  made  three 
basic  mistakes  or  misjudgments : 

First,  we  hurried  the  initial  guidelines  too  quickly  into  the  Federal 
Register,  because  of  our  serious  concerns  about  the  failure  of  the 
previous  administration  to  provide  health  planning  leadership.  In 
doing  so  and  trying  to  get  these  guidelines  out  where  people  could 
begin  to  make  judgments,  we  failed  adequately  to  explain  the  process  i 
for  the  guidelines.  Even  though  we  used  extensive  previous  studies  | 
and  consultations  in  preparing  them,  we  did  not  make  clear  what 
evidence  had  led  to  the  conclusions  drawn. 

Second,  in  issuing  the  guidelines  so  hastily,  we  neglected  to  in- 
clude in  our  explanatory  material  enough  underlying  description  and 
clarification  of  the  way  this  law  works.  The  result,  as  you  well  know,  , 
was  considerable  misunderstanding  about  the  powers  of  the  HSA's 
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and  the  potential  effects  of  the  guidelines.  Some  persons  even  came  to 
believe  that  HSA's  had  the  actual  power  to  close  hospitals. 

Third,  we  did  not  sapell  out  the  discretion  that  HSA's  should 
have  in  applying  the  guidelines  to  special  local  circumstances.  As  a 
result  of  these  misjudgments,  the  notice  of  proposed  rulemaking 
issued  in  September  drew  considerable  public  comment  and  required 
extensive  revision.  We  have  now  listened  to  those  comments  and 
made  the  appropriate  revisions.  We  trust  the  results  will  be  satis- 
factory to  members  of  this  subcommittee  who  have  been  properly 
concerned  about  the  effects  of  these  mistakes  on  the  planning  law. 

In  addition  to  the  national  guidelines,  and  in  keeping  with  our 
commitment  to  speed  up  the  process,  we  have  totally  revised  the 
schedule  for  issuing  future  regulations.  The  second  issuance,  includ- 
ing goals  related  to  health  status  and  health  promotion,  will  be  pub- 
lished for  comment  in  the  Federal  Register  next  month.  Standards 
related  to  these  goals  will  be  proposed  in  the  spring.  We  also  expect 
to  have  most  other  notices  of  proposed  rulemaking  published  within 
the  next  2  months.  I  have  appended  to  my  statement  a  more  detailed 
report  on  the  status  of  our  regulation  writing  process. 

I  might  add  that  the  recent  appointment  of  Henry  Foley,  who 
sits  to  my  left,  as  Administrator  of  the  Health  Resources  Adminis- 
tration will  give  the  Bureau  of  Health  Planning  and  Resources 
Development  some  much-needed  leadership.  His  experience  as  a 
State  administrator  in  Colorado  has  been  invaluable  in  bringing 
local  perspectives  to  the  process.  He  has  also  brought  a  strong  sense 
of  urgency  and  direction  to  the  policy  development  and  oversight 
process  at  HRA. 

MAJOR  ISSUES  TO  CONSIDER  IN  RENEWAL. 

Now  that  the  health  planing  agencies  are  in  place  and  the  plan- 
ning process  has  begun,  we  have  several  particular  concerns  which 
we  believe  should  be  addressed  before  the  program  becomes  too  set 
in  direction  and  perspective.  However,  as  we  consider  legislative 
changes  in  response  to  these  concerns,  we  are  also  mindful  not  to 
upset  the  significant  progress  that  has  been  made  to  date.  For  that 
reason,  we  have  limited  ourselves  to  considering  major  issues  in  our 
proposals  for  extending  the  health  planning  program  at  this  time. 

One.  Cost  containment:  Health  care  costs,  as  this  subcommittee 
well  knows,  are  escalating  at  a  rate  of  14  percent  annually,  hospital 
costs  are  going  up  at  a  rate  of  15  percent  annually,  and  there  are  an 
estimated  100,000  unnecessary  hospital  beds  nationally.  In  the  Presi- 
dent's 1979  budget,  we  see  that  health  expenditures  are  up  by  $5.2 
billion.  The  increase  alone  is  larger  than  our  entire  social  services 
budget  in  the  current  fiscal  year.  It  is  equal  to  half  of  our  entire 
education  budget.  We  feel  that  cost  containment  is  an  urgent  prob- 
lem which  must  be  addressed  by  the  health  planning  program  at 
this  time  and  we  have  appreciated  the  concern  of  this  subcommittee 
with  this  problem. 

The  Department  is  counting  on  the  health  planning  agencies  to 
play  a  major  role  in  the  hospital  cost  containment  program  already 
approved  hy  this  subcommittee.  Under  title  I  of  the  hospital  cost 
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containment  program  the  planning  agencies  will  have  responsibilities 
for :  designating  services  as  inappropriate,  so  that,  if  phased  out,  the 
revenue  can  remain  in  the  hospital's  base  budget  for  purposes  of 
calculating  revenue  limits;  determining  the  need  or  appropriateness 
of  various  changes  which  could  justify  a  hospital's  exception  from- 
the  revenue  limit;  collecting  and  publishing  hospital  fiscal  informa- 
tion; and  investigating  complaints  about  hospital  changes  in  admis- 
sions practices  which  discriminate  against  charity  patients. 

Under  title  II  the  planning  agencies  will  have  fundamental  re- 
sponsibilities for  making  the  $2.5  billion  limit  on  capital  expendi- 
tures work  by:  administering  a  certificate-of-need  program  and 
approving  projects  only  up  to  their  allocated  dollar  ceiling;  not  ap- 
proving projects  for  inpatient  beds  if  the  area  has  an  oversupply 
or  the  existing  beds  are  underutilized ;  and  conducting  appropriate- 
ness reviews  of  institutional  health  services. 

We  see  a  distinct  relationship  between  the  two  programs:  the 
federally  operated  cost  containment  program  will  benefit  from  the 
input  of  local  and  State  decisionmakers,  and  the  health  planning 
program  will  benefit  from  the  additional  responsibilities  the  agen- 
cies will  gain  under  the  cost  containment  legislation.  However,  we 
also  recognize  the  need  to  strengthen  the  planning  agencies'  basic 
capabilities  and  tools,  in  order  for  them  to  take  on  these  additional 
responsibilities. 

For  example,  while  planners  can  control  the  amount  and  location 
of  expensive  equipment  in  hospitals  through  certificate  of  need,  they 
cannot  now  control  its  proliferation  in  doctors'  offices.  Also,  they 
have  no  mechanisms,  beyond  moral  suasion,  to  promote  the  closure 
of  excess  services.  We  hope  our  legislative  proposals  will  help  remedy 
those  problems. 

Two.  Health  planning  and  the  States:  The  Health  Planning  Act 
originally  intended  strong  State  and  local  participation  in  the  plan- 
ning process.  We  now  see  a  need  for  an  even  stronger  role  for  the 
States. 

In  recent  years  States  have  been  increasingly  interested  in  both 
the  health  services  they  provide  and  the  health  services  they  pur- 
chase, primarily  because  health  care  costs  are  having  a  critical  im- 
pact on  State  budgets.  The  States  are  recognizing  increasingly  the 
need  for  a  better  planned  and  controlled  health  system,  and  we  are 
seeing  the  need  for  stronger  State  support  of  the  planning  and 
regulatory  efforts  of  the  HSA's  and  State  agencies.  In  addition,  the 
Hospital  Cost  Containment  Act  places  important  decisionmaking 
powers  at  the  State  level.  For  that  reason,  we  think  it  is  important 
that  the  Governor  both  approve  and  support  the  state  health  plan, 
which  will  be  the  basis  for  his  or  her  regulatory  decisions.  Our 
legislative  proposal  will  include  measures  to  expand  the  State's 
and  Governor's  roles. 

Three.  Health  planning  and  local  government :  Local  government 
and  local  officials  represent  a  valuable  resource  for  the  health  plan- 
ning program,  which  can  influence  community  support,  and  affect 
the  implementation  of  plans.  Currently,  25  of  the  Nation's  205  HSA's 
are  public  agencies.  In  addition,  publicly  elected  officials  or  repre- 
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sentatives  of  local  government  constitute  15  percent  of  the  8,000 
plus  HSA  governing  board  members.  We  feel  that  a  greater  involve- 
ment of  public  officials  at  the  local  level  will  promote  greater  leader- 
ship for  the  unorganized  members  of  the  community,  more  visibility 
for  the  planning  process  and  better  understanding  and  acceptance 
of  plan  implementation. 

Four.  Federal  Administration:  Finally,  in  our  efforts  to  imple- 
ment the  original  legislation,  we  have  run  into  several  problems  of 
a  technical  or  administrative  nature  at  the  Federal  level.  Local 
HSA's,  State  agencies,  and  central  and  regional  office  personnel  have 
advised  us  of  some  of  these  problems,  and  we  have  discussed  their 
solutions.  For  example,  we  feel  a  need  for  flexibility  in  redesignating 
health  service  areas.  We  believe  such  areas  should  relate  as  closely 
as  possible  to  other  relevant  health  planning  or  service  areas,  such 
as  PSRO  areas,  or  community  mental  health  center  catchment  areas. 

Also,  we  anticipate  a  need  for  being  able  to  shift  from  full  to 
conditional  designation  those  agencies  not  properly  assuming  full 
designation  responsibilities.  In  addition,  we  are  concerned  about 
having  the  administrative  and  funding  flexibility  in  the  future  to 
permit  State  and  local  planning  agencies  to  take  on  new  responsi- 
bilities, as  under  the  Hospital  Cost  Containment  Act,  and  to  enable 
us  to  take  better  account  of  the  needs  and  capabilities  of  individual 
agencies.  We  are  proposing  several  changes  to  deal  with  these  and 
other  minor  administrative  concerns. 

PROPOSED  SOLUTIONS 

In  the  remainder  of  my  prepared  statement,  I  would  like  to  de- 
scribe briefly  some  of  our  legislative  proposals  for  addressing  the 
problems  and  concerns  I  have  just  identified.  A  complete  list  de- 
scribing all  our  proposals  will  be  submitted  to  you  for  the  record 
[see  p.  76].  In  addition,  we  expect  to  submit  a  draft  bill  making 
these  changes  later  this  week. 

One.  Cost  containment  proposals.  Title  II  of  the  administration's 
Hospital  Cost  Containment  Act,  which  has  already  been  considered 
by  this  subcommittee,  would  give  health  planning  agencies  a  power- 
ful tool  for  containing  future  inflation  in  hospital  costs.  To  review 
that  proposal  briefly,  a  cap  of  $2.5  billion  would  be  placed  on  new 
capital  expenditures  in  order  to  provide  State  and  local  planning 
agencies  the  opportunity  to  set  priorities  among  proposed  projects. 
Certificates-of-need  would  be  issued  by  States  to  only  the  most  im- 
portant projects. 

As  I  said  earlier,  we  appreciate  the  efforts  of  this  subcommittee  in 
reporting  the  Hospital  Cost  Containment  bill  to  full  committee  and 
urge  speedy  action  by  the  full  committee. 

In  conjunction  with  the  passage  of  the  Hospital  Cost  Containment 
bill  we  will  propose,  as  title  III  of  our  health  planning  legislation, 
an  authorization  for  a  grant  program  beginning  in  fiscal  year  1980 
to  promote  the  closure  and  conversion  of  unneeded  hospital  services. 
WHiile  the  cost  containment  program  will  permit  planning  agencies 
to  limit  future  capital  expenditures,  the  grant  program  will  serve  as 
a  tool  for  HSA's  to  implement  their  plans  with  regard  to  existing 
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facilities.  The  program  will  enable  them  to  provide  financial  in- 
centives to  hospitals  to  reduce  excess  capacity  or  convert  it  to  fill 
unmet  needs.  Again,  this  is  an  area  in  which  your  subcommittee 
has  taken  effective  action. 

We  anticipate  that  the  initial  Federal  cost  of  the  grant  will  be 
quickly  repaid  by  substantial  annual  savings  to  the  health  system. 
In  fact,  our  actuary  estimates  a  savings  of  about  $5  for  every  dollar 
expended. 

Just  last  week  I  had  a  proposal  from  New  York  for  closure  of 
facilities  which  could  have  been  carried  out  under  this  program 
which  would  have  been  enormously  helpful.  In  fact,  the  return 
would  have  been  much  better  than  the  $5  per  dollar. 

Our  proposal  will  provide  for  the  review,  by  health  systems  agen- 
cies and  State  agencies,  of  existing  hospital  facilities  for  their  con- 
sistency with  area  and  State  plans.  Those  institutions  designated  as 
having  excess  capacity  would  be  eligible  to  apply  for  technical  as- 
sistance and  grants  to  facilitate  the  elimination,  either  through 
closure,  conversion,  or  merger  of  the  unneeded  services. 

Grant  funds  could  cover  the  costs  of  retiring  related  debt,  pro- 
viding retraining  or  severance  pay  for  affected  workers,  and  other 
transition/con  version  expenses.  The  extent  to  which  we  use  this  new 
authority  will  depend  on  carefully  defining  the  extent  of  the  prob- 
lem nationwide,  and  on  the  ability  of  HSA's  and  grantees  to  demon- 
strate that  conversion  and  closure  could  not  be  achieved  without 
Federal  assistance. 

This  program  will  be  similar  in  a  number  of  ways  to  the  grant 
program  described  in  title  III  of  your  own  cost  containment  bill. 
Accordingly,  we  look  forward  to  working  closely  with  your  sub- 
committee as  you  draft  this  grant  program. 

To  strengthen  the  health  planning  program's  ability  to  shape  all 
sectors  of  the  health  system,  we  are  proposing  to  close  a  loophole  in 
certificate-of-need.  We  have  learned  from  the  CAT  scanner  ex- 
perience and  we  thus  propose  to  cover  all  acquisition  of  expensive 
medical  equipment  under  certificate-of-need,  no  matter  where  that 
equipment  is  to  be  located. 

Another  area  in  which  we  hope  to  control  the  rate  of  inflation  in 
hospital  costs  is  in  promoting  the  widespread  development  of  health 
maintenance  organizations.  In  order  to  insure  that  actions  of  State 
and  local  planning  agencies  do  not  inhibit  HMO  development,  we 
will  propose  that  current  provisions  of  the  law  subjecting  the  estab- 
lishment of  HMO's  to  certificate-of-need  requirements  be  repealed. 

In  addition,  we  recently  modified  the  first  issuance  of  the  "Na- 
tional Guidelines  for  Health  Planning"  to  permit  HSA's  to  adjust 
the  national  standards  contained  in  those  guidelines  to  take  account 
of  the  special  needs  and  circumstances  of  HMO's.  Fnally,  we  will 
soon  publish  regulations  to  limit  planning  agencies'  review  of  HMO 
construction  projects,  including  inpatient  facilities,  to  specific  rea- 
sonable criteria. 

Finally,  we  propose  to  require  certificate-of-need  decisions  to  be 
consistent  with  State  health  and  medical  facilities  plans,  which 
must,  in  turn,  be  consistent  with  national  guidelines. 
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Two.  Enhancing  the  role  of  State  government:  We  propose  to 
give  the  Governor  the  authority  to  appoint  the  chairperson  of  the 
State  Health  Coordinating  Council. 

In  addition,  to  give  the  State  health  plan  greater  visibility  and 
public  support,  we  would  require  the  Governor  to  formally  approve 
that  plan  after  it  has  been  developed  and  revised  by  the  SHPDA 
and  the  SHCC. 

Three.  Enhancing  the  role  of  local  government.  We  will  be  sub- 
mitting a  proposal  to  expand  the  authority  of  a  public  regional 
planning  body  or  unit  of  general  purpose  local  government  that 
also  serves  as  an  HSA.  There  are  currently  25  such  units.  The 
regular  governing  board  of  the  parent  body  would  also  be  given 
authority  over  the  agency's  budget  and  would  approve  the  health 
systems  plan  and  annual  implementation  plan  produced  by  the 
separate  governing  body. 

To  promote  more  widespread  local  participation  in  the  planning 
process,  we  propose  to  require  that  the  proportion  of  local  elected 
officials  or  their  representatives  on  HSA  governing  bodies  be  at 
least  25  percent  in  the  future.  You  will  recall  I  said  it  is  about  15 
percent  now. 

So  that  this  proposal  does  not  disrupt  or  interfere  with  the  opera- 
tion of  current  HSA  boards,  we  will  require  that  this  proportion  be 
achieved  prospectively,  as  turnover  occurs  in  existing  boards.  The 
current  requirements  that  a  majority  of  the  board  members  be 
consumers  is  retained,  and  elected  officials  and  their  representatives 
may  not  also  be  counted  as  consumers  for  the  purpose  of  meeting 
the  requirement  of  consumer  majority. 

Finally,  in  order  to  have  a  more  balanced  local/HSA  presence  at 
the  State  level  in  the  planning  process,  we  will  propose  proportional 
representation  of  the  HSA's  on  the  SHCC,  to  replace  the  current 
requirement  of  an  equal  number  of  members  from  each  HSA. 

Four.  Proposals  to  improve  Federal  administration  of  the  Plan- 
ning Act.  First  and  foremost,  we  will  be  seeking  to  increase  ap- 
propriations in  fiscal  year  1979  for  the  health  planning  program  by 
more  than  $9  million,  in  order  to  provide  better  support  and  as- 
sistance for  State  and  local  planning  agencies.  In  addition,  we  are 
requesting  open-ended  authorizations  of  "such  sums  as  may  be 
necessary"  for  these  programs  for  fiscal  year  1980  and  1981,  so  that 
we  have  added  flexibility  to  further  expand  our  support  as  the 
duties  and  responsibilities  of  HSA's  are  increased  by  the  enactment 
of  such  programs  as  hospital  cost  containment. 

In  addition,  we  will  be  asking  for  greater  flexibility  in  funding 
local  HSA's,  by  replacing  the  current  per  capita  and  minimum 
grant  funding  mechanisms  with  greater  discretion  for  the  Secretary 
to  set  funding  levels.  This  is  considered  vital  if  we  are  ever  to  en- 
courage innovative  advances  in  local  planning,  as  well  as  to  penalize 
inadequate  planning  bodies.  However,  we  are  aware  that  such  a 
shift  from  a  straight  formula  to  the  Secretary's  discretion  requires 
a  hiofh  level  of  administrative  capability  and  sophistication.  We 
would  not  change  the  current  system  of  allocating  planning  funds 
until  we  are  certain  that  we  possess  such  ability. 
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We  will  also  propose  to  permit  secretarial  discretion  to  redesig- 
nate health  services  areas  upon  finding  that  a  new  area  is  more  ap- 
propriate and  that  there  are  good  reasons  for  change. 

Another  proposal  will  permit  greater  Federal  discretion  to  split 
interstate  HSA's  at  the  request  of  either  Governor,  instead  of  re- 
quiring the  concurrence  of  both  Governors,  as  is  currently  the  case, 
and  has  created  at  least  one  major  deadlock  as  a  result. 

We  would  also  permit  the  Secretary  to  return  an  HSA  to  condi- 
tional status  once  it  has  been  fully  designated,  if  it  is  not  perform- 
ing all  its  functions  adequately. 

I  have  mentioned  the  most  important  legislative  amendments  that 
the  administration  is  proposing.  There  are  several  others  that  will 
be  detailed  in  the  bill  and  its  summary. 

In  addition,  there  are  other  problems  and  issues  not  addressed  in 
our  legislative  proposals  which  may  deserve  our  attention  in  the 
weeks  ahead. 

We  are  concerned,  for  example,  about  the  need  for  stronger  linkage 
between  the  health  planning  program  and  our  Community  Mental 
Health  Centers  program. 

Several  such  issues  are  addressed  in  your  bill,  Mr.  Chairman,  and 
in  legislation  introduced  in  the  Senate.  While  we  have  not  yet  thor- 
oughly analyzed  all  of  the  provisions  in  those  bills,  it  is  clear  that 
many  of  them  make  useful  and  necessary  changes  in  the  act,  and 
that  we  will  be  able  to  work  together  to  improve  and  perfect  our 
national  health  planning  program. 

You  may  note  that  we  are  not  supporting  any  new  authorities  for 
health  facilities  construction.  We  understand  the  concerns  for  such 
programs,  but  do  not  feel  that  they  are  of  sufficiently  high  priority 
to  command  limited  Federal  health  funds  at  this  time.  We  see  a 
greater  need  for  health  resources  development  through  the  National 
Health  Service  Corps,  ambulatory  care  support,  and  other  programs. 

We  thank  you  for  this  opportunity  to  present  our  legislative  pro- 
posals for  the  health  planning  program.  We  welcome  the  chance  to 
continue  working  with  you  as  you  consider  these  amendments  this 
year. 

Thank  you. 

[Testimony  resumes  on  p.  79.] 

[Attachments  to  Mr.  Champion's  prepared  statement  follow :] 
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APPENDIX  1 


STATUS  REPORT: 
HEALTH  PLANNING  REGULATIONS  1/25/78 


Regulation 


Due  Date 


Status  as  of 
1/25/78 


Explanation 


1.    Review  &  Approval       NPRM  pub. 

2/78 


3.    State  Agency 


4.    Section  1122 


in  PHS  for 
approval 


2.    Appropriateness  NPRM  pub.         in  PHS  for 

2/78  'approval 


Final  pub.       in  OS  for 
2/78  signature 


Final  pub.       in  OGC 
7/78 


Additional  time  needed 
for  internal  reviev/  since 
this  involves  the  pro- 
grams of  other  PHS  agencies 


Priority  given  to  publica- 
tion of  CON  regulations 
and  development  of  interim 
State  Agency  regulations 

Assigned  low  priority  since 
earlier  1122  regs  still  in 
force 


5.  SMFP 


6.  Assurances 


Formula  Grants 
Loans  &  Loan 
Guarantees  ■ 


NPRM  pub.        in  OGC 
3/78 


NPRM  pub. 
3/78 

NPRM  pub. 
3/78 


in  OGC 
in  OGC 


Draft  guidelines  published 
8/77,  followed  by  decision 
to  move  straight  to  develop- 
ment of  NPRM  rather  than 
take  intermediate  step  of 
issuing  final  guidelines 


8.    Minimum  Construe-      Final  pub. 
tion  Requirements  4/78 


in  BHPRD 
for  analysis 
of  NPRM  comnents 


Generally  more  time  has  been  needed  at  every  level  (OS,  PHS,  HRA,  BHPRD,  and  OGC) 
to  analyze  and  resolve  the  complex  legal  and  policy  issues  involved  in  the  develop- 
ment of  all  of  the  health  planning  program  regulations. 
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APPENDIX  2 

CERTIFICATE  OF  NEED 

The  National  Health  Planning  and  Resources  Development  Act  of  1974 
(Public  Law  93-641)  amended  the  Public  Health  Service  Act  bf 
authorizing  the  designation  and  funding  of  health  systems 
agencies  and  State  Health  Planning  and  Development  Agencie's  with 
responsibilities  to  perform  certain  review  functions.  Among 
these  functions  is  the  review  of  new  institutional  health  services 
and  facilities  through  State  certificate  of  need  programs. 

Certificate  of  need  programs  typically  are  based  on  State 
statute.    They  represent  an  exercise  by  the  State  of  its  police 
powers  by  prohibiting  che  developmenc  o£  healch  Tacilicies  and 
services  without  a  "certification"  that  the  facility  or  service 
is  needed.    New  York  enacted  certificate  of  need  legislation  which 
became  effective  in  1966,  and  since  that  time  many  States  have 
followed  its  lead.    Currently,  thirty-six  States  have  enacted 
certificate  of  need  legislation. 

The  determinations  of  need  required  by  these  State  programs  resemble 
"certificates  of  public  convenience  and  necessity"  which  have  long 
been  utilized  in  regulating  public  utilities.    They  are  intended  to 
control  the  costs  of  health  care  by  preventing  the  overbuilding 
of  health  facilities  and  the  duplication  of  health  services,  and  by 
redirecting  available  health  resources  to  the  areas  in  which' they  are 
nost  needed.    Although  the  particular  provisions  of  these  programs 
vary  from  State  to  State,  most  of  them  specifically  discourage  the 
construction  of  hospitals,  nursing  homes,  and  related  health  facilities. 
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that  are  not  In  accord  with  State  and  local  health  plans.  These 
certificate  of  need  controls  often  apply  when  a  proposal  by  one  of 
these  facilities  exceeds  some  capital  expenditure  threshold,  changes 
the  bed  capacity,  or  changes  the  health  services  offered. 

The  Public  Health  Service  Act  at  section  1523(a)(4)(B)  requires  each 
State  to  administer  a  certificate  of  need  program  which  is  "satisfactory 
to  the  Secretary"  of  Health,  Education,  and  Welfare.     In  the  words  of 
the  statute,  this  requirement  is  intended  to  ensure  "that  only  those 
services,  facilities,  and  organizations  found  to  be  needed  shall  be 
offered  or  developed  in  the  State."    The  statute  goes  on  to  provide 

r "* prcccdurcc  doclsnsd  tc  stisvr?  tl^?t  ?T>pllc?.nt?  for  certificate 
of  need  receive  timely  consideration  of  their  proposals,  to  guarantee 
a  fair  and  open  review  process,  and  to  provide  an  appeals  mechanism 
for  those  dissatisfied  with  the  actions  taken  by  health  planning  agencies. 
Further,  the  statute  details  minimum  considerations  to  be  used  by  health 
planning  agencies  as  they  develop  specfic  criteria  for  the  review  of 
new  institutional  health  services  and  facilities. 

The  Department  issued  regulations  specifying  the  minimum  requirements 
for  "satisfactory"  State  certificate  of  need  programs  on  January  21,  1977 
(see  42  CFR,  Part  123,  Subpart  E).*    These  Federal  certificate  of  need 
regulations,  in  setting  forth  the  minimum  requirements  for  State  certificate 
of  need  programs,  draw  upon  the  experience  of  the  States  imd  the  Department 

*These  regulations  were  strengthened  by  amendments  published  in  the 
Federal  Register  on  April  8,  1977." 
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In  administering  certificate  of  need  and  section  1122  programs,  so  that  the 
weaknesses  of  these  programs  would  be  overcome.    Fpr  example: 


The  Federal  regulations  require  coverage  of  both  hospitals  and 
nursing  homes.    This  has  not  been  the  case  in  certain  State 
certificate  of  need  programs.     For  example,  the  Georgia  statute 
does  not  apply  to  hospitals;  it  covers  only  long-term  care 
facilities.  ' 

The  Federal  regulations  require  that  all  non-Federal  health 
care  facilities  and  health  maintenance  organizations,  regardless 
of  ownership,  be  subject  to  certificate  of  need  review.  Such 
comprehensive  coverage  has  not  always  been  required  in  State 
programs.    For  example,  the  Kansas  statute  does  not  apply  to 
State  facilities. 

The  Federal  regulations  require  States  to  use  an  enforcement  mechanism 
that  will  prevent  the  offering  or  development  of  unneeded  services 
and  institutions   before  they  are  offered  or  developed.  This 
dirierti  Zluui  lhu  ueulcil  ui.   l eluiliuL bcmcuL  soticLloii  uS&u  Lci  the 
section  1122  program,  which  does  not  prevent  the  offering  or 
development  of  unneeded  services  and  institutions. 

The  Federal  regulations  require  that  specific  findings  be  made 
with  respect  to  Inpatient  facilities  before  a  certificate  of  need 
can  be  granted.    This  makes  it  especially  difficult  for  a  health 
planning  agency  to  approve  an  unneeded  inpatient  facility  or 
proposals  for  the  provision    of  health  services  or  inpatients. 
This  is  important  because  certificate  of  need  and  section  1122 
expeAence  indicates  the  strong  pressure  upon  planning  agencies 
to  approve  such  projects,  and  because  inpatient  care  accounts 
for  a  significant  proportion  of  the  health  care  dollar. 

The  Federal  regulations  require  that  the  review  process  be  an  open 
and  fair  one,  with  adequate  provision  for  public  input.  Certain 
State  certificate  of  need  programs  have  operated  without  such 
safeguards.    For  example,  the  Massachusetts  program  has  been  severely 
criticized  because  of  the  length  of  its  review  process. 

The  Federal  regulations  set  forth  minimum  requirements;  they  do 
not  preclude  States  from  requiring  more  comprehensive  coverage 
of  services  and  facilities.     In  addition,  the  regulations  permit 
exceptions  to  required  procedural  requirements  so  that  States  may 
structure  their  programs,  within  certain  guidelines,  to  local 
conditions.    The  National  Governors'  Association  has  endorsed 
this  approach. 
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The  Federal  regulations  require  that  any  one  of  several  review 
thresholds  (new  construction,  significant  capital  expenditure, 
significant  change  in  beds,  new  services,  and  predevelopment 
activities)  should  be  sufficient  to  initiate  the  certificate 
of  need  review  process.     Many  State    programs  (e.g.,  Virginia) 
require  a  significant  capital  expenditure  either  alone  or  in 
tandem  with  another  threshold  before  a  certificate  of  need  review 
is  initiated.     In  addition,  the  section  1122  program  thresholds 
are  tied  to  capital  expenditures.     Thus,  new  health  services  and 
significant  bed  changes  that  have  a  substantial  effect  0.*^  the 
institutional  health  care  available  to  the  community  are  not 
reviewed  for  need  under  these  programs. 


The  Department  is  requiring  that  State  Health  Planning  and  Development 
Agencies  administer  certificate  of  need  programs  which  meet  the  minimum 
Federal  requirements  in  order  to  become  fully  designated  and,  thus,  to 
participate  fully  in  the  programs  authorized  by  Titles  XV  and  XVI  of  the 
Public  Health  Service  Act.    The  Department's  Regional  Offices  have  the 
primary  responsibility  for  providing  assistance  to  the  State  in  the 
development  of  "satisfactory"  certificate  of  need  programs,  and  they 
have  been  delegated  the  authority  to  approve  or  disapprove  the  certificate 
of  need  programs  of  each  State.  — 


The  Department  is  expending  considerable  effort  in  working  with  the 
States  to  develop  certificate  of  need  programs  which  comply  with  the 
Federal  regulations.    However,  significant  hurdles  remain  before  complying 
certificate  of  peed  programs  will  have  been  developed: 

Developing  a  "satisfactory"  program    is  not  simply  a  matter  of 
enacting  a  State  certificate  of  need  statute.    The  Federal 
statutory  requirement    is  that  a  satisfactory  program  must 
be  administered  -  this  means  that  not  only  the  proper  legislation, 
but  also  administrative  regulations^,  procedures  manuals,  and  the 
like  must  be  developed. 
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Amending  an  existing  certificate  of  need  statute  in  order  to  bring 
It  Into  compliance  with  Federal  regulations  serves  to  initiate  a 
good  deal  of  public  controversy  at  the  State  level  concerning 
Federal-State  relations,  the  case  for  health  regulations,  and  the 
relationship  between  State-level  and  substate  regional  planning 
agencies. 

Requiring  each  State  to  administer  a  satisfactory  certificate 
of  need  program  raises  questions  concerning  the  effectiveness 
of  such  programs.     In  the  absence  of  clear-cut  evidence  that 
certificate  of  need  programs  are  effective,  bringing  State 
programs  into  compliance  with  minimum  Federal  regulations  is 
a  difficult  task. 

The  Federal/State  relationship  on  the  certificate  of  need 
requirement  varies  from  State  to  State.     In  certain  States 
there  is  a  willingness  to  comply  (e.g.,  Arkansas  already  has 
a  complying  program);  in  certain  States,  the  legislative  and 
executive  branches  have  taken  differing  stances  on  certificate 
of  need  (e.g.,  Massachusetts);  in  certain  States,  certificate 
of  need  coverage  exceeds  minimum  Federal  requirements  (e.g., 
Hawaii  and  Wisconsin) . 


Even  if  "satisfactory"  programs  are  developed  in  the  States  the 
ability  of  certificate  of  need  programs  to  promote  a  more  rational 
allocation  of  health  resources  will  be  affected  by  the  following 
Issues : 

Effective  State  certificate  of  need  programs  are  dependent  upon 
State  and  substate  review  criteria  and  health  plans.    To  the 
extent  that  Federal  funds  do  not  adequately  support  the 
development  of  sound  review  criteria  and  health  plans  and  to 
the  extent  that  health  planning  agencies  are  required  to 
perform  project  reviews  without  sound  review  criteria  and  health 
plans,  the  Federal  goal  of  more  rational  allocation  of  health 
resources  will  be  compromised. 

The  health  planning  law  and  the  Federal  ce^rtificate  of  need 
regulations  focus  on  institutional  health  services  in  health 
care  facilities  and  health  maintenance  organizations.  Because 
institutional  health  services  are  with  increasing  frequency 
being  offered  in  unregulated  non- institutional  settings,  the 
application  of  certificate  of  need  requirements  to  institutional 
settings  alone  should  be  reconsidered.    Certain  States  have 
already  extended  coverage  of  their  programs  to  these  settings  or 
,   are  considering  such  an  extension.    This  issue  is  of  particular 
Importance  given  the  rapid  development  of  expensive  items  of 
capital  equipment  which  are  not  being  located  in  an  nstltutional 
setting 
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the  certificate  of  need  review  function  required  of  State  Health 
Planning-  and  Development  Agencies  is  intended  to  promote  the  more 
efficient  allocation  of  scarce  health  resources.     In  every  State 
and  Territory,  these  agencies  are  gearing  up  for  certificate  of  need 
review  responsibilities.    If  this  review  responsibility  is  assumed 
In  gradual  fashion,  with  the  proper  foundation  being  laid  in  the  way 
of  review  criteria,  health  plans,  and  Federal  financial  support, 
this  review  should  yield  significant  results.    If  this  review  program 
Is  structured  to  keep  abreast  of  changes  in  the  health  care  system 
(for  example,  the  presence  of  Institutional  health  services  in 
non-lnstltutlonal  settings)  and  if  it  is  properly  Integrated  with 
other  regulatory  mechanisms,  such  as  rate  review,  the  result  will 
be  a  more  efficient  allocation  of  health  resources  in  the  country. 
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SECTION  1122 

Section  1122  of  the  Social  Security  Act  was  enacted  as  part  of  the 
Social  Security  Amendments  of  1972.    Its  purpose  Is  to  reduce  the 
Incentives  for  health  care  facilities  and  health  maintenance 
organizations  to  make  capital  Investments  In  uimeeded  facilities 
and  equipment  and  to  ensure  that  Federal  reimbursement  under  the 
Medicare,  Medicaid,  and  Maternal  and  Child  Health  Programs  (Titles  V, 
XVIII,  and  XIX  of  the  Social  Security  Act)  Is  not  used  to  support 
unnecessary  capital  expenditures.    The  Department  of  Health,  Education, 
and  Welfare  has  established  regulations  to  Implement  the  statute 
and  policy  guidelines  to  deal  with  the  more  complex  aspects  of  the 
program. 

States  participate  In  the  program  on  a  voluntary  basis:  thirty-seven 
States  currently  have  agreements  with  the  Department  to  administer 
section  1122.    Under  these  agreements,  the  designated  planning 
agency  for  a  State  (the  DPA)  makes  findings  as  to  the  conformity 
of  proposed  capital  expenditures  with  applicable  standards,  criteria, 
and  plans  developed  under  the  Public  Health  Service  Act  (and  the 
Mental  Retardation  Facilities  and  Community  Mental  Health  Centers 
Construction  Act  of  1963).     If  the  DPA  finds  that  a  capital  expendi- 
ture does  not  so  conform,  the  Department  is  authorized  to  withhold 
the  capltal-relatejd  reimbursement  from  payments  to  the  facility 
under  Titles  V,  XVIII,  and  XIX  of  the  Social  Security  Act. 
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The  Federal  role  In  administering  the  program,  which  has  been  largely 
decentralized  to  the  Department's  Regional  Offices,  Is  severely 
limited.    State  DPAs  are  given  the  decisionmaking  role  in  the  program. 
If  a  DPA  makes  a  finding  that  an  expenditure  is  in  conformity  with 
applicable  plans,  criteria,  and  standards,  and  if  the  proponent  of 
the  expenditure  complied  with  the  notification  requirements  of  the 
statute  and  regulations,  the  Department  has  no  authority  to  withhold 
reimbursement  under  section  1122,  even  if  It  disagrees  substantively 
with  the  State's  finding. 


Data  compiled  by  the  Health  Resources  Administration  reflect  that 
in  certain  States,  administration  of  the  section  1122  review  program  - 
armar^moa  In  cc^Tij vnction  vith  z  Stztc  certificate  of  need  program  - 
has  become  increasingly  aggressive  In  recent  years.    These  data 
indicate  that  a  greater  amount  of  capital  expenditure  proposals  are 
being  disapproved,  particularly  those  for  new  inpatient  beds  and  new 
facilities. 


To  illustrate: 

*  In  1976,  the  Florida  DPA  disapproved  17.2%  of  the  amount 
of  capital  expenditures  subject  to  section  1122  proposed  in 
the  State,  and  the  figures  for  the  proceeding  years  are  as 
follows: 


1973 
1974 
1975 


.67? 
8.9Z 
10.52 
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•  The  corresponding  figures  for  Maryland  are: 


1973 
1974 
1975 
1976 


0.0% 
4.6% 
4.1% 
21.9% 


•  Thirty  percent  of  the  amount  of  capital  expenditures  proposed 
for  the  purpose  of  constructing  new  health  care  facilities 
has  been  disapproved  by  the  Florida  DPA  since  the  beginning 
of  the  program,  while  only  2%  of  those  capital  expenditures 
proposed  for  renovations  was  disapproved. 

Thirteen  percent  of  the  amount  of  capital  expenditures  proposed 
for  new  facilities  has  been  disapproved  by  the  Maryland  DPA 
since  the  beginning  of  the  program,  while  only  2%  of  those 
expenditures  proposed  for  renovations  was  disapproved. 

•  Proposals  to  add  beds  to  facilities  were  disapproved  at  a 
significantly  higher  rate  than  other  proposals.    For  example, 
ttie  disapproval  race  of  proposed  bed  dddlLloua  Ia  !LL3:icuri 
during  the  time  it  participated  in  section  1122  was  10%, 
while  the  rate  of  disapproval  of  the  total  amount  of  proposed 
capital  expenditures  was  only  3%. 


Yet,  serious  problems  continue  to  hamper  the  effectiveness  of  the 
program.    For  example,  in  accordance  with  the  Federal  statute  and 
regulations,  the  Department  may  not  withhold  reimbursement  for  a 
capital  project  -  even  where  a  DPA  has  submitted  a  finding  that  the 
proposal  is  not  in  conformity  with  its  plans  -  if  the  DPA  makes  any 
one  of  a  number  of  procedural  errors  in  conducting  its  review.  Thus, 


the  Department  has  been  committed  to  providing  Medicare  and  Medicaid 
reimbursement  for  a  number  of  unnecessary  capital  expenditures.  For 


example: 
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•  The  construction  of  a  new  hospital  in  Louisiana  took 
place  because  the  DPA,  misinterpreting  the  Federal 
regulations,  took  93  days  to  make  its  decision  that 
the  facility  was  unneeded  rather  than  the  required 
90  days. 


Federal 'reimbursement  will  be  provided  for  the  construction 
of  three  unneeded  nursing  homes  in  Mississippi.  Under 
the  section  1122  statute,  when  a  proposal  is  disapproved 
by  a  DPA,   the  proponent  of  the  expenditure  must  be  offered 
the  opportunity  for  a  fair  hearing.     The  section  1122 
regulations  further  provide  that  the  failure  of  a  fair 
hearing  officer  to  make  a  decision  within  the  required 
time  period  is  a  procedural  error  that  has  the  effect  of 
reversing  a  DPA's  disapproval  action.    In  this  instance, 
the  fair  hearing  officer  intentionally  allowed  the  review 
period  to  expire.     This  State  hearing  officer  was 
removed  from  future  participation  in  the  section  1122 
appeals  process  due  to  these  actions;  the  Department 
was,  nevertheless,  obliged  to  provide  reimbursement 
for  three  nursing  homes  which  the  Mississippi  DPA  had 
found  to  be  unneeded« 


When  a  DPA  makes  a  decision  inconsistent  with  its  own  plans  or 
criteria  -  or  those  of  the  health  systems  agency  -  the  Department 
Xe  powerless  to  reverse  that  decision  or  even  to  ask  the  DPA 
to  reconsider  its  decision. 


The  Ohio  DPA  recently  reviewed  a  $14  million  proposal  for 
a  new  acute-care  hospital  and  forwarded  to  the  Department 
its  finding  that  the  proposal  conformed  to  its  standards, 
criteria,  and  plans.    However,  in  a  letter  to  the  health 
systems  agency  (which  had  reviewed  and  recommended 
disapproval  of  the  construction  project),  the  DPA  stated 
that  its  approval  of  this  and  another  proposal  actually 
conflicted  with  the  bed-need  projections  in  the  State's 
Hill- Bur ton  plan.    The  Department  was  legally  required 
to  Issue  a  determination  that  reimbursement  would  be 
provided  for  this  unnecessary  facility. 


26-219  O  -  78  -  pt.  1  -  6 
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The  Department's  recourse  In  this  and  similar  cases  Is  limited:  there 
Is  nothing  In  the  section  1122  statute  which  authorizes  the  withholding 
of  reimbursement  to  a  facility  on  grounds  that  a  DPA  violated  the 
teras  of  its  section  1122  agreement  with  the  Department. 


Nor  does  the  section  1122  statute  give  the  Department  authority  to  prescribe 

standards  and  criteria  for  use  by  health  planning  agencies  In  reviewing 

proposed  capital  expenditures,  and  many  of  these  agencies  continue 

to  rely  on  only  general  considerations  outlined  by  the  Department 

in  1973.    When  only  these  general  considerations  are  used  as  basis  for 

disapproval,  health  care  facilities  are  In  a  position  to  challenge 

cucccGsfally  DPA  decisions. 


Nev  technology  also  presents  a  problem  for  planning  agencies  carrying 
out  the  section  1122  program. 

•  Applications  for  CT  scanners  poured  in  before  health  planning 
agencies  could  develop  criteria  for  review,  and  these  agencies 
were  often  unable  to  make  Informed  decisions  as  to  need. 

•  Although  there  is  no  authority  to  establish  a  moratorium 
on  reviewing  certain  kinds  of  proposals  under  section  1122, 

at  least  two  States  —  Missouri  and  New  Hampshire  —  attempted 
to  do  so,  with  Missouri  achieving  partial  success  (due  to 
the  cooperation  of  health  providers)  until  it  terminated  its 
participation  in  the  section  1122  review  program. 

•  Even  where  adequate  criteria  have  been  developed,  section  1122 
does  not  give  planning  agencies  authority  to  review  expensive 
medical  purchases  in  non-institutional  settings.    Thus,  it  is 
not  uncommon  for  a  group  of  physicians  to  purchase  a  CT  scanner 
and  locate  it  in  close  proximity  to  a  hospital,  when  the  hospital 
had  been  or  would  be  disapproved  for  the  same  purchase. 
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*  The  existing  statutory  authority  to  cover  capital  expenditures 
"by  or  on  behalf  of"  covered  health  care  faclltles  and  health 
nalntenance  organizations  Is  limited  In  Its  effect.    In  one 
case  In  Maine,  a  group  of  physicians  purchased  a  CT  scanner 
but  Installed  It  In  a  hospital.    Even  though  the  hospital 
planned  to  do  the  billing  for  the  CAT  scanning  service,  there 
was  still  Inadequate  legal  support  for  (he  position  that  the 
purchase  was  "on  behalf  of"  the  hospital  -  mainly  because 
title  to  the  scanner  and  responsibility  for  taxes  was  with 
the  medical  group  and  not  the  facility.    Thus,  the  purchase 
was  not  reviewed  under  the  section  1122  program. 

The  section  1122  sanction  (the  withholding  of  reimbursement  for 

unneeded  capital  expenditures)  Is  sometimes  not  strong  enough 

even  when  it  can  be  applied. 

*  One  Indiana  facility  was  able  to  arrange  tentative  financing 
for  a  proposed  expansion  project  despite  probable  DPA  dis- 
approval based  on  financial  feasibility  projections  '^ich 
•zcluded  the  capital  related  reimbursement. 

*  Section  1122  is  also  ineffective  in  controlling  costs  where 
little  or  no  initial  capital  investment  is  Involved,  such 
•8  when  beds  are  converted  to  a  higher  level  of  care. 

Although  increasing  experience  with  administering  both  the  section  1122 

program  and  certificate  of  need  programs  in  States  will  undoubtedly 

continue  to  improve  the  effectiveness  of  these  programs  in  containing 

.  health  care  costs,  this  experience  also  points  toward  possible 

changes  in  the  section  1122  statute. 
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status  of  Certificate  of  Need 
and  Section  1122  Programs  in  the  States 
(as  of  August  31 »  1977) 


State  Year  Certificate  of  Effective  Date  of 

Need  First  Enacted  Section  1122  Agreement 


Alabama  1977  9/18/73 

Alaska  1977  4/01/74 

Arizona  *  1971   

Arkansas  1975  7/01/73 

California  1959  -  .  -  - 

Colorado  ,  1973  3/01/74 

Connecticut  1969   

Delaware    7/01/73 

Florida  1972  1/01/73 

Georgia  1974  2/27/74 

Hawaii       *  1974  -8/;6/?3- 

(terminated  2/28/77) 

Idaho  — -  2/01/74 

Illinois  1974   

Indiana    7/01/73 

Iowa  1977  3/07/73 

Kansas  ^     ^1972  5    ;:    *  ---- 

Kentucky  1972  '  3/15/74 

Louisiana    5/16/73 

Maine    3/01/73 

Maryland  1968.  2/15/74 

Massachusetts  1971  -   

Michigan  1972  .12/14/73 

Minnesota  1971  2/25/74 

Mississippi    6/25/73 

Missouri    -6/;§/73- 

(terminated  6/30/76) 

Montana  1975  2/26/74 

Nebraska    2/26/73 

Nevada  1971  3/15/74 

New  Hampshire    4/01/73 

New  Jersey  1971  2/28/74 

New  Mexico    7/01/73 

New  York  1964  2/28/74 

North  Carolina    4/02/73 

North  Dakota  1971  2/28/74 

Ohio  1975  6/28/74 
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state  .  Year  Certificate  of  Effective  Date  of 

Need  First  Enacted  Section  1122  Agreement 


Oklahoma 

1971 

2/27/74 

Oregon 

1971 

3/01/74 

Pennsylvania 

"""" 

3/01/73 

Rhode  Island 

1968 

~  "  "  ~ 

South  Carolina 

1971 

3/15/74 

South  Dakota  ^ 

1972 

-  -  -  - 

Tennessee 

1973 

—  — 

Texas 

1975 

Utah 

Vermont 

1  /AO  /7C 

Virginia 

1973 

-7/9;/73- 

(terminated  6/30/76) 

Washington 

1971 

2/01/74 

West  Virginia 

1977 

3/15/77 

Wisconsin 

1977 

9/01/73 

Wyorr.i  ng 

1977 

2/28/74 

District  of  Columbia 

(By  Regulation  in 

the  mid-1 950' s) 

Guam 

5/06/74 

Puerto  Rico 

1975 

2/28/74 

Trust  Territory 

Virgin  Islands 

Total 

36  States 

17  States 

1  Territory  plus  2  Territories 

the  District  3  States 

of  Columbia  terminated 


Division  of  Regulatory  Activities 

Bureau  of  Health  Planning  and  Resource  Development 

HRA,PIIS,l)HW 

September  1977 
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HI 

sir-:  :ary  of  m.r.  no77 
a':'\i:;]^tr;.tjc  ,  mlAlth  vuvh:-/:  ;yzi'\A\ms 

Sectioii  \Zl   v;cj}d     u  l  '  un- 1 2  <i  coprtpi  ialioiis  foi;  fiscal 
yeojs  1979,    1980,  iuiO  1>31  foi  healtii  pldnning  activitior. 


TITLE  II 

Sect  icr.  201   v.culd  pc  rn-iit  the  St.'Cire'cai  y  to  divide  a  stand;:i:d 
r;;>j  Lf  o::ol  i  t.i.M  Gtatif.tical   aiea  in.o  cv;o  or  rr.ore  health  ser- 
vice ai^an  if  th^  Gcvjrnor  of  any  Stace   involved  r>o  requorts. 
Currei^.tly  '.he  Goverr.oi   of  each  Suate   involved  Liust  so 
r  C:  o  u  e  s  t . 

Section  20.';!  vould  ar:.horize  the  Secretary  of  {Icalth,  Educr.- 
tion,   and  v.:£>lfare  to  change  th*.-  bo-:r.dary  of  a  health  servico 
area  if  a.:.o::hc'r  bour.Jary  v/ould  be  ir.cre  suitable.     The  Scczutary 
nay  nov;  ch^ncje  the  touiicary  only  if  the  existing  boundary 
ceares  to  r.eet  statutory  requirer.ients.  ' 

Section  203  would  ex^^nd  the  authority  of  a  public  regional 
planninq  licdv  or  unit  of  c;eneral   local  cjovernrnent  that 
•serves  as  ar^.  HSA,   in  rela'tion  to  the  authority  of  the 
St-para-.e  oovsjrnir.o  body  for  health  planning.     The  parent 
body  would  be  eripcv;ered  to  approve  the  budget  of  the  separate 
ccverning  body  for  health  planning,   the  health  systen^s 
plan,  and  t'ie  annual  irr.ple.-.ventation  plan.     The  parent  body 
could  also  rt^.Tovu  for  caust.-  ine".b^-r  s  of '  the  separate  governing 
body  for  health  planning. 

Section  20-',   would  e:ii;n^pt  personnel  records  from  the  require- 
ment that  HSAs,  SHPDAs,  and  SI:CCs  make  their  records  availc^ble 
.    to  the  public. 

Section  205  wo'ald  per;nit  individuals  to  serve  as  consumer 
representatives  on  ii3ks  alth.ough   they  had  been  classified 
as  "indirect  providLrs"  during  the  ir.ir.-.ed ia tely  preceding 
y<;ar   (often       cause  they  had  served  as  merabers  of  a  health 
institution's  governing  board). 

Section  2C6  v.-ould  permit  certain  "providers"  to  serve  on 
]l;^/\s  as  "provider"   :  epr  v.-senL  a  t  ivcs  altl-ough  they  do  not 
fall   into  one  of  five  currently  specified  classes. 

Section  2C7  v/ould  r'..-:paire  nonrr.et r opol  i  tan  r epr e5:.en tat ie n 
on  H at  le.ist  ec-.;al   to  tiie  proportion  of  nonr/.e  tr  opol  i  I  sn 
residents  in  the  hfaAtii  seivicc  area.  Currently  tr,e  rep!  c.-- 
E  ;-i  t  <■  t  i  c  n  r.Uot  be  L-rvo.!   to  the  proportion  of  those  resid'-ntr; 
i n  t h e  h e <. )  ih  s e i  v  i a r  e a . 
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Section  203  v/ould  tcqvin-j  that  at  loa^t  ono  quarter  of 
each  H£A'3  r^-.-riiu'ji  Dh  ir  coriLsifrt  or?  j;  cp :  •.•coii  tcu  ^  j.v.-s  o'.l 
governnifiita  1  a  u  thor   t  ie:: ,   anJ  would  afply  the  current 
ptovisi.cjn  conct-i  ned  with  concuraer  r  epr  esen  ta  t  ion  only 
to  consumers  who  were  not  i'.uch  representatives. 

Section  209  would  permit  HSAs  to  accept  contributions 
from  health  insurers. 

Section  210  would  permit  the  Secretary  to  return  to  con- 
ditional, status  for  not  more  than  24  months  an  HSA  v.-hich 
was  experiencing  difficulty  in  meeting  all  the  recuire- 
ir.ents  applicable  to  HSAs. 

Section  211  would  permit  IISAs  and  SUPDAs  to  use  funds 
granted  in  a  fiscal  year  in  the  following  fiscal  year. 

Section  212  would  replace  the  present  allocation  of  grants 
to  HSAs  on  a  forF,ula  basis  with  grants  whose  amounts  would 
be  determined  by  the  Secretary. 

Section  213  would  require  State  certificate  of  need  pro- 
grams to  determine  the  heed  for  major  medical  equipn?,ent, 
v/hether  or  not  located  in  a  medical  institution,  but 
woulo  eliminate  the  requirement  that  those  programs 
determ.ine  the  need  for  the  establishment  of  health  mainten 
organizations. 

Section  214  would  require  a  State,  before  granting  a  cer- 
tificate of  netfd  to  a  project,   to  determine  that  the  pro- 
ject was  consistent  with  the  State  medical  facilities 
plan  and  the  State  health  plan. 

Section  215  would  delete  a  redundant  requirement  for  State 
review  of  new  institutional  health  services. 

Section  216  would  provide  for  representation  of  HSAs  on 
SHCCs  based  on  the  population  in  each  HSA ' s  area,  rather 
than  on  the  current  basis  of  equal  representation  for  each 
HSA. 

Section  217  would  direct  the  Governor  of  a  State  to  appoir. 
the  chairman  of  the  SHCC;  currently  the  SHCC  members  chocs 
their  own  chairman. 

Section  213  would  subject  the  State  health  plan  developed 
by  the  SHCC  to  approval  by  the  Governor. 
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Section  219  would  lequiro  HSAs  and  SHPDAs,   in  reviewing 
the  f  c;c  j  ]  itier; ,   equipment,   or   oervices  o£  iieaith  main- 
tenance organiz dtioHG ,    to  utilize  only  those  criteria 
specified  by  the  Secretary. 

Section  220  would  enact  technical  amendments  to  the  Public 
Health  Service  Act. 

Section  221  would  provide  for  effective  dates. 

TITLE  III 

Section  301  would  permit  the  Secretary  to  make  grants  to 
public  or  nonprofit  private  hospitals  that  have  been  in 
operation  for  at  least  tv/o  yaars  to  assist  them  in  dis- 
contifjuing  inappropriate  inpjrcient  hospital  services. 
A  hospital  could  not  receive  a  giant  unless  the  SHI-DA, 
after  consulting  with  the  HSA,  determined  that  the  hos- 
pital was  providing  inappropr ia ce  services.     In  addition, 
the  Secretary  would  have  to  determine  that  the  grant  would 
decrease  the  average  per  capita  inpatient  eicpenses  of 
hospitals  in  the  health  service  area.     The  Secretary  could 
provide  grant  funds  to  assist  in  liquidating  the  outstandi 
debt  of  a  hospital  that  was  closing,  providing  severance 
-pay  ?nd  retraining  to  affected  cr;.plcyccs,  ccnvertii-g 
part  of  a  hospital  from  use  for  inpatient  care  to  other 
health  care  uses,  and  meeting  other  costs  associated 
v/j  th  the  discontinuation  of  the  inappropriate  services. 

Section  302. would  authorize  the  Secretary  to  provide  tech- 
nical assistance  to  hospitals  eligible  for  grants  under 
this  title. 

Section  303  would  authorize  appropriations  of  "such  sums 
as  may  be  necessaiy"  for  fiscal  years  1980  and  1981. 
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[The  text  of  bill  11077  can  be  found  on  page  1420.] 

Mr.  EoGERS.  Thank  you  very  much,  Mr.  Secretary,  for  a  very 
helpful  statement. 

I  might  state  this  committee  normally  will  not  approve  open- 
ended  funding  so  it  would  be  helpful  to  us  if  you  would  let  us  have 
recommended  amounts  for  the  years  mentioned.  That  is  all  I  wanted 
to  mention  at  this  time. 

Dr.  Carter,  you  may  question. 

Mr.  Carter.  Mr.  Chairman,  I  yield  to  you  on  anything,  but  that  is 
certainly  something  that  I  meant  to  bring  up  because  an  open-ended 
authorization  is  a  procedure  which  is  not  usually  followed  by  this 
committee  or  by  very  few  committees  in  the  House. 

I  notice  that  you  would  retain  the  $2.5  billion  count  on  expendi- 
tures, is  that  correct? 

Mr.  Champion.  That  is  correct,  sir. 

Mr.  Carter.  Where  do  you  envision  that  most  of  these  expendi- 
tures will  be  made  and  for  what  purposes  ? 

Mr.  Champion.  I  think  our  assumptions  have  not  basically 
changed  from  the  original  recommendation  and  that  is  that  we  have 
a  large  requirement  for  modernizations,  for  improvements,  some  of 
which  are  actually  money-saving,  energy  saving,  and  so  on. 

Mr.  Carter.  Modernization  in  what  areas  particularly  ? 

Mr.  Champion.  You  mean  geographic  areas  ? 

Mr.  Carter.  No,  sir.  In  what  departments  of  hospitals  particularly. 

Mr.  Champion.  I  am  afraid  I  could  not  speak  specifically  to  that. 

Mr.  Carter.  The  outpatient  departments  and  so  on,  would  you 
not  think  that  would  be  appropriate  ? 

Mr.  Champion.  Yes;  particularly  with  respect  to  urban  hospitals 
where  emergency  rooms  are  overrun  by  ambulatory  care. 

Mr.  Carter.  Each  year  charitable  institutions  and  people  in  this 
country  give  $4  billion  to  hospitals.  Do  you  mean  that  you  would 
not  permit  this  $4  billion  to  be  used  for  capital  expenditures  by 
keeping  your  capital  limit  at  $2.5  billion  ? 

Mr.  Champion.  That,  as  I  understand,  is  the  basis  of  our  proposal. 

Mr.  Carter,  Yes,  sir.  If  you  recall  we  have  included  that  particular 
limit  in  the  cost  containment  bill.  It  seems  incomprehensible  that  we 
would  use  tax  money  for  this  purpose  when  we  have  that  much  in 
charity  coming  in,  much  more  than  your  limit  each  year.  I  would 
certainly  hate  to  dry  up  these  charitable  funds,  would  you  not? 
Or  would  you  rather  let  the  taxpayers  pay  it  ? 

Mr.  Champion.  Well,  Mr.  Chairman,  our  problem  is  in  limiting 
the  capital  expenditures  so  that  operational  funding  is  limited.  We 
certainly  would  like  to  see  the  philanthropy  help  support  opera- 
tional costs.  What  we  are  trying  to  avoid,  I  think,  is  having  capital 
costs  drive  up  the  amount  of  money  the  Government,  taxpayers, 
everybody,  has  to  pay  in  terms  of  operating  costs. 

Mr.  Carter.  This  would  help  to  improve  the  very  hospitals  which 
need  improvement  at  this  time  in  their  outpatient  departments, 
emergency  rooms,  and  so  on.  There  is  a  great  need  for  this,  a  crying 
need,  as  I  understand  it. 

Now  I  notice  that  you  would  limit  the  capital  funding  for  doc- 
tors' offices,  too,  is  that  correct? 
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Mr.  Champion.  Yes ;  that  is  correct,  with  respect  to  the  equipment. 
Mr.  Carter.  Yes,  sir.  We  will  have  to  get  a  certificate  of  need,  is 
that  correct? 

Mr.  Champion.  That  is  my  understanding. 

Mr.  Carter.  Would  it  be  very  difficult  for  them  to  do  it?  What 
about  the  Mayo  Clinic  which  actually  has  70  percent  of  its  patients 
come  from  outside  of  its  HSA.  Would  you  limit  it  to  the  population 
within  its  HSA  when  it  serves  many  people  from  all  over  the  world  ? 

Mr.  Champion.  I  think  that  for  special  circumstances,  the  certifi- 
cate-of-need  system  is  set  up  to  take  that  into  consideration. 

Mr.  Carter.  Yes,  sir ;  but  you  didn't  mention  that.  We  did  mention 
it  in  our  legislation  on  cost  containment  and  I  would  hope  that  you 
would  do  so  here.  These  facilities  are  medical  resources  for  the  en- 
tire country,  and  we  would  not  preclude  their  preeminence  and  their 
success.  We  don't  want  to  stop  innovation,  do  we,  and  see  to  it  that 
we  have  no  more  ?  We  would  not  want  to  do  that,  would  we  ? 

Mr.  Champion.  No,  Doctor,  but  I  do  think  that  we  need  to  be 
concerned  that  this  is  looked  at  realistically  in  terms  of  the  national 
requirement. 

Mr.  Carter.  Yes,  sir.  At  the  same  time  you  would  put  no  limit 
whatsoever  on  HMO's,  you  would  let  them  get  anything  they  want 
including  a  C.A.T.  scanner,  is  that  correct? 

Mr.  Champion.  No;  that  is  not  the  intention. 

Mr.  Carter.  Well,  according  to  your  statement,  it  appears  that 
way. 

Mr.  Champion.  The  intention  is  to  specify  specific  criteria  and 
limit  it  to  that. 

Mr.  Carter.  According  to  what  you  say,  they  are  completely  ex- 
empted, as  I  understand  it,  sir,  and  if  you  will  read  it  back,  I  believe 
that  is  correct. 

Mr.  Champion.  Dr.  Carter,  that  is  a  misstatement.  My  statement 
referred  to  the  establishment  of  HMO's,  not  to  their  activities. 

Mr.  Carter.  If  I  am  wrong,  I  will  be  glad  to  admit  it,  but  that 
is  the  way  I  read  it. 

Mr.  Champion.  Let  me  read  it  back  because  I  think  the  intention 
is  to  exempt  the  establishment  of  HMO's,  because  in  establishing  an 
HMO  now  there  are  requirements  beyond  those  of  fee  for  service 
organizations.  What  we  intended  to  say  here  

Mr.  Carter.  What  you  intended  to  say. 

Mr.  Champion.  On  page  18,  Dr.  Carter,  it  says,  "current  provi- 
sions of  the  law  subjecting  the  establishment  of  HMO's  to  certifi- 
cate-of-need  requirements  be  repealed." 

Mr.  Carter.  Yes,  sir. 

Mr.  Champion.  By  that  we  mean  the  formation  of  the  group,  not 
their  continuing  activities. 

Mr.  Carter.  Well,  even  then  you  exempt  them. 
Thank  you. 

There  is  one  other  question.  You  give  the  Governor  of  the  State 
authority  to  appoint  the  chairman  of  the  SHCC.  Actually,  the 
health  planning  system  was  developed  as  it  was  so  that  people  them- 
selves would  make  the  decisions  throughout  our  country,  particularly 
through  the  health  systems  agencies.  To  foster  this  we  gave  the 
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State  health  coordinating  group  final  approval  of  the  State  health 
plan.  Xow  YOU  are  proposing  that  we  place  all  this  under  the  Gover- 
nor? Is  that  correct,  and  you  would  let  him  appoint  the  chairman  of 
this  group? 

^Ir.  Champiox.  Yes,  that  is  the  only  change  in  the  formation  of 
that  group,  I  think. 

Mr.  Carter.  Of  course,  I  am  sure  you  want  it  to  be  nonpolitical. 
Then  would  you  want  the  State  Senate  to  confirm  such  an  appoint- 
ment ? 

Mr.  Champiox.  I  think  that  would  be  in  the  discretion  of  the  State. 
There  are  different  patterns  in  different  States,  Dr.  Carter.  I  could 
not  speak  to  that. 

Mr.  Carter.  You  could  not  speak  to  that.  You  would  not  care 
whether  it  is  political  or  not  or  care  whether  it  had  confirmation  by 
the  Senate?  Is  it  usual  in  a  position  such  as  yours  to  be  confirmed 
by  the  Senate  of  the  United  States,  is  it  not? 

Mr.  Cha:mpiox.  Yes.  sir.  that  is  correct. 

Mr.  Carter.  All  right.  ^Yhat  special  expertise  does  the  Governor 
have  that  he  can  overrule  HSA's  ?  According  to  your  proposal  I  be- 
lieve he  could.  After  these  people  have  fought  these  things  out,  and 
they  have  experts  on  their  board,  do  you  think  that  the  Governor 
should  be  permitted  to  say,  no,  you  are  wrong,  we  are  going  to  put 
a  hospital  over  here  at  this  place. 

Mr.  Champiox.  No. 

Mr.  Carter.  He  will  have  the  final  sav  on  the  certificate-of-need? 
That  could  be  politically  used.  Do  you  think  that  is  right? 

Mr.  Champiox.  What  is  contemplated  here.  Dr.  Carter,  is  that  the 
Governor  must  approve  the  plans  not  that  he  would  change  it.  The 
procedure  would  be  to  go  back  and  to  rework  the  scheme  until  it  is 
acceptable  to  the  Governor,  and  the  prime  reason  for  that  suggestion 
is  because  the  Governor  does  largely  control  the  implementation  of 
this  plan,  so  that  to  have  the  plan  out  of  synch  with  his  operating 
agencies  would  make  it  less  effective. 

Mr.  Carter.  Well,  it  was  not  the  intention  of  this  committee,  as  I 
understand  it,  to  put  it  in  the  hands  of  the  Governor.  We  wanted  to 
put  it  in  the  hands  of  the  people  themselves,  the  different  HSA's, 
and  now  you  are  proposing  to  confine  it  to  one  person.  If  you  give 
him  the  control  over  a  certificate-of-need,  and  with  many  of  them 
being  political  animals.  I  think  they  will  give  the  certificates-of-need 
wherever  they  want  to.  I  think  that  that  is  unwarranted.  Doctor. 

Thank  you,  Mr.  Chairman. 

Mr.  EoGERS.  Mr.  Satterfield. 

Mr.  Satterfield.  Thank  you,  Mr.  Chairman. 

I  would  like  to  ask  a  question  and  I  refer  to  the  existing  law, 
section  1501  (c)  of  Public  Law  93-641.  I  would  like  for  you,  if  you 
will,  to  explain  to  me  how  your  department  interprets  the  words 
"consult  with."  and  I  am  referring  to  that  section  which  says  as 
follows : 

In  issuing  guidelines  under  subsection  (a)  the  Secretary  shall  consult  with 
and  solicit  recommendations  and  comments  from  the  health  systems  agencies 
designated  under  part  B,  the  State  health  planning  and  development  agencies 
designated  under  part  C,  the  statewide  health  coordinating  councils  estab- 
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lished  under  part  C,  associations  and  specialty  societies  representing  medical 
and  other  health  care  providers,  and  the  National  Council  on  Health  Planning 
and  Development  established  by  section  1503. 

Again,  my  question  is,  How  does  your  department  interpret  the 
words  "consult  with"  ? 

Mr.  Champion.  In  a  number  of  ways.  One  way  is  through  the 
process  itself.  There  is  a  stage  of  the  process  at  which  anything  we 
suggest  is  open  to  discussion  and  comment.  We  have  just  been 
through  one  of  those  periods. 

Mr.  Sattekfield.  Are  you  talking  about  the  30-day  period  after 
you  issue  the  proposed  guidelines  ? 

Mr.  Champion.  That  is  correct,  and  that  period  was  extended,  as 
I  said  earlier  in  my  prepared  statement.  We  were  so  far  behind, 
when  we  released  the  first  notice,  the  planning  council  had  not  yet 
had  its  first  meeting.  That  meeting  was  scheduled,  and  we  tried  to 
do  a  number  of  things  together — that  is,  to  have  the  guidelines  out 
before  the  public  and  get  people's  comments  on  them,  at  the  sam*^ 
time  the  council  members  themselves  had  a  chance  to  work  with  them. 

We  did  compress  that  consultation  process  more  than  we  normally 
would.  We  are  consulting  with  everyone  on  all  of  the  guidelines  that 
are  now  in  preparation,  and  we  have  worked  the  first  guideline 
through  a  second  NPRM  now  in  order  to  make  sure  that  everybody 
has  had  a  chance  to  be  heard  and  consulted  before  the  regulations 
become  final. 

Mr.  Satterfield.  That  is,  under  your  regular  process  of  allowing 
30  days  for  written  comments  to  be  considered  before  you  issue  your 
final  guidelines. 

Mr.  Champion.  That  is  right,  but  we  do  believe  that  there  is  an 
obligation  to  consult  before  that  time  and  we  have  been  consulting 
before  that  time  on  all  of  the  other  guidelines. 

Mr.  Sattekfield.  Are  you  familiar  with  the  testimony  of  Dr. 
Richmond  before  this  subcommittee  with  respect  to  the  guidelines 
that  were  issued  last  year  ?  In  response  to  my  question  as  to  whether 
or  not  any  of  the  agencies  I  have  just  mentioned  had  been  consulted 
prior  to  the  issuance  of  the  proposed  guidelines,  he  answered  no.  Are 
you  familiar  with  that  testimony  ? 

Mr.  Champion.  No,  I  am  not. 

Dr.  Foley. 

Dr.  Foley.  I  think  that  hearing  record.  Congressman,  should  be 
corrected,  in  that  Dr.  Richmond  at  that  point  did  not  have  the 
specific  information  at  hand. 

Mr.  Sattekfield.  Wait  a  minute.  If  Dr.  Richmond  thinks  that  his 
testimony  is  wrong,  it  is  up  to  Dr.  Richmond  to  correct  it.  Now,  I 
am  talking  about  what  is  on  the  record  at  those  hearings. 

Dr.  Foley.  Let  me  clarify  for  the  record  then  that  the  SHCC's 
and  the  health  systems  agencies  were  in  fact  consulted  prior  to  the 
issuance  in  September  and  I  will  be  glad  to  get  you  that  list. 

Mr.  Satterfield.  I  would  like  to  have  that  list  because  I  have 
been  in  touch  with  some  of  them  and  I  tell  you  right  now  a  lot  of 
them  were  not  consulted. 

Are  you  telling  me  that  every  State  health  planning  agency  and 
health  systems  agency  in  this  country  has  been  consulted  ? 
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Dr.  Foley.  I  am  saying  that  a  good  number  of  them  had  prior  to 
the  October  1976  draft  in  terms  of  the  guidelines  which  was  the 
basic  document  for  the  revision  that  came  out  in  September. 

Mr.  Satterfield.  What  is  your  name,  sir? 

Dr.  Foley.  Dr.  Foley. 

Mr.  Satterfield.  Dr.  what? 

Dr.  Foley.  Foley. 

Mr.  Satterfield.  Dr.  Foley,  were  you  involved  in  that  consul- 
tation ? 

Dr.  Foley.  No;  I  was  not  involved. 

Mr.  Satterfield.  How  do  you  know  it  occurred  ? 

Dr.  Foley.  Because  I  have  checked  with  staff  and  I  have  checked 
with  the  HSA's  and  the  SHCC's,  Congressman,  as  you  have. 

Mr.  Satterfield.  I  am  going  to  get  my  full  list  and  I  am  going 
to  make  it  a  part  of  this  record  if  I  can  get  it  in  before  these 
hearings  are  over. 

[The  following  material  was  received  for  the  record:] 

Statement  of  Representative  David  E.  Satterfield,  III,  in  Consultation 
Regarding  Proposed  Guidelines  for  HSA's  and  SHPDA's 

On  December  27,  1977,  letters  were  sent  to  all  of  the  Health  Systems  Agen- 
cies and  State  Health  Planning  and  Development  Agencies  except  those  in 
Virginia,  which  had  already  been  contacted.  The  HSAs  and  SHPDAs  were 
asked  to  respond  to  questions  concerning  the  Proposed  National  Health  Plan- 
ning Guidelines  published  September  23,  1977. 

As  of  April  1,  1978,  one  hundred  and  thirty-three  responses  had  been  re- 
ceived. Of  those  responding,  one  hundred  and  twenty-two  indicated  they  were 
not  consulted  in  the  issuance  of  the  guidelines.  Seven  felt  that  they  were  con- 
sulted, and  the  response  of  the  remaining  four  is  unclear.  In  addition,  a  major- 
ity of  the  respondents  took  the  position  that  the  proposed  guidelines  were,  in 
whole  or  in  part,  inappropriate  for  their  state  or  Health  Services  Area. 

Copies  of  the  letters  sent  to  the  HSAs  and  SHPDAs  and  their  replies  are 
available  for  inspection  in  the  OflBce  of  the  Subcommittee  on  Health  and  the 
Environment. 

Mr.  Satterfield.  I  would  like  to  know  what  additional  consulta- 
tion has  been  had  with  these  same  agencies  since  the  original  pro- 
posed guidelines  were  issued  which  have  led  to  new  guidelines  that 
are  proposed.  What  consultations  have  occurred? 

Dr.  Foley.  We  have  a  list  of  the  agencies,  Congressman,  again  that 
were  consulted  from  September  through  the  end  of  December. 

Mr.  Satterfield.  You  consulted  with  them? 

Dr.  Foley.  Yes,  from  September  through  December,  both  the 
HSA's  and  the  SHCC's.  We  have  written  comments  from  them. 

Mr.  Satterfield.  Under  the  30-day  comment  period? 

Dr.  Foley.  I  consider  consultation  to  have  occurred  during  the 
period  from  September  to  December.  This  consultation  has  included 
written  comments  and  the  proposed  revisions  presented  to  the  Na- 
tional Health  Planning  Council.  We  have  solicited  comments  from 
planning  agencies  comments  during  this  30-day  period  that  the 
Under  Secretary  has  referred  to,  and  will  be  considering  them 
carefully. 

[The  following  letter  was  received  for  the  record:] 
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DEPARTMENT  OF  HEALTH.  EDUCATION.  AND  WELFARE 

PUBLIC  HEALTH  SERVICE 
HEALTH  RESOURCES  ADMINISTRATION 
HYATTSVILUE,  MARYLAND  20782 


OFFICE  OF  THE  ADMINISTRATOR 


February  15,  1978 


Honorable  Paul  G.  Rogers 
House  of  Representatives 
Washington,  D.  C.  20515 

Dear  Mr.  Rogers: 

During  the  recent  hearings  before  the  Subcommittee  on  Health  and  the 
Environment  on  amendments  to  the  Health  Planning  legislation,  several 
questions  were  raised  regarding  consultation  in  the  development  of 
the  National  Guidelines  for  Health  Planning,  as  required  by  Section 
1501(c). 

The  consultation  process  in  the  development  of  the  National  Guidelines 
has  been  extensive.    It  has  included,  and  has  gone  well  beyond,  the 
specific  groups  that  are  identified  in  Section  1501(c)  -  Health  Systems 
Agencies,  State  health  planning  and  development  agencies.  Statewide 
Health  Coordinating  Councils,  associations  and  specialty  societies 
representing  medical  and  other  health  care  providers,  and  the  National 
Council  on  Health  Planning  and  Development. 

On  June  12,  1975,  a  Notice  was  published  in  the  Federal  Register  re- 
questing comments  and  suggestions  on  the  health  planning  goals  and 
resource  standards  called  for  in  Section  1501.    The  Notice  was  mailed  - 
to  approximately  one  hundred  health  groups  representing  both  profes- 
sional and  consumer  interests,  soliciting  their  recommendations. 

Arrangements  were  made  for  the  development  of  a  series  of  papers  de- 
signed to  identify  and  analyze  issues  that  might  be  addressed  in  the 
National  Guidelines.    Groups  of  interested  individuals  from  around 
the  Nation  were  brought  together  through  organizations  such  as  the 
Center  for  Disease  Control,  The  Harvard  School  of  Public  Health  and 
The  American  Association  of  Comprehensive  Health  Planning  to  assist 
in  the  consideration  of  the  Guidelines.    Many  of  the  products  of 
these  deliberations  have  been  published  in  the  three  volumes  of 
Background  Papers  on  the  National  Guidelines. 
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An  initial  set  of  24  planning  goals,  developed  on  the  basis  of  the 
ideas  and  comments  received  as  well  as  reviews  of  available  literature, 
was  distributed  for  review  in  July  1976,  and  approximately  200  individ- 
ual comments  received. 

In  October  1976,  a  more  extensive  draft  was  developed  for  public  distri- 
bution and  review.    This  draft  included  11  potential  goals  and  sub- 
goals,  25  resource  standards,  as  well  as  seven  health  planning 
principles.    Two  of  the  draft  resource  standards  addressed  hospital 
bed  supply  and  occupancy  rates. 

The  purpose  of  the  October  1976  draft  was  to  encourage  and  focus  more 
widespread  consideration  of  potential  National  Guidelines.    The  draft 
was  sent  to  State  and  local  health  planning  agencies,  a  large  number 
of  medical  and  other  health  professional  associations,  and  interested 
consumer  groups.    In  the  following  months,  each  HEVJ  Regional  Office 
organized  a  series  of  public  meetings  on  the  draft  Guidelines;  some 
were  held  in  local  communities,  and  others  on  a  Statewide  and  Regional 
basis.    A  total  of  approximately  1,100  individual  comments  were 
received  and  analyzed. 

The  Notice  of  Proposed  Rulemaking  on  the  National  Guidelines  published 
September  23,  1977,  included  11  proposed  resource  standards.    Two  of 
the  standards,  regarding  hospital  bed  supply  and  occupancy  rates,  were 
similar  to  those  included  in  the  October  draft.    A  third  proposal- 
addressed  standards  on  End-Stage  Renal  Disease  previously  issued  under 
the  Medicare  program.    The  other  proposed  standards  were  based  on  an 
extensive  review  of  the  literature,  including  standards  developed  by 
professional  organizations,  health  planning  agencies  and  others. 
These  standards  were  usually  based  on  a  process  of  broad  consultation 
involving  medical  specialists,  local  practitioners  and  consumers. 
For  example,  the  Institute  of  Medicine  and  Inter-Society  Commission  on 
Heart  Disease  Resources  involved  experts  from  throughout  the  Nation  in 
the  development  of  their  Reports. 

The  Federal  Register  Notice  was  mailed  directly  to  all  State  and  local 
health  planning  agencies  and  to  over  a  hundred  health  professional 
and  consumer  groups  for  review.    Panels  of  experts,  including  medical 
specialists,  health  administrators,  health  planners,  and  consumers,  were 
convened  in  a  series  of  Public  Meetings  on  the  National  Guidelines 
held  November  7,  8,  15,  16,  and  17  to  discuss  their  recommendations 
on  the  proposed  Guidelines.    In  addition,  members  of  the  general 
public  were  provided  an  opportunity  to  present  their  views. 
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The  National  Council  on  Health  Planning  and  Development  considered 
the  proposed  Guidelines  at  their  meetings  in  September,  October, 
November,  and  December.    Three  full  days  -  December  9,  10,  and  21  - 
were  devoted  specifically  to  discussion  of  the  proposals.    At  the  later 
meeting,  11  resolutions  were  passed,  providing  comments  and  recommendations 
to  the  Secretary.    During  these  meetings,  an  opportunity  for  public 
comment  was  also  provided. 

The  comment  period  on  the  September  23  Notice  was  extended  from 
November  22  to  December  9,  to  provide  additional  time  for  interested 
parties  to  comment.    Over  55,000  comments  were  received,  and  these  have 
been  carefully  analyzed  and  considered. 

The  second  Notice  of  Proposed  Rulemaking  on  the  initial  National 
Guidelines,  issued  on  January  20,  1978,  has  also  been  distributed  widely 
for  review  and  comment.    To  date,  approximately  5,000  copies  have  been 
sent  directly  to  all  State  and  local  health  planning  agencies,  medical 
and  other  health  professional  organizations  who  have  commented  on 
earlier  materials,  members  of  the  expert  panel,  and  a  large  number  of 
other  health  groups.    The  National  Council  on  Health  Planning  and 
Development  reviewed  the  proposals  at  its  meeting  on  February  10,  1978. 

Please  let  me  know  if  you  have  any  further  questions  with  respect  to 
the  Department's  activities  in  the  development  of  the  Guidelines.  I 
-appreciated  the  opportunity  to  appear  before  you  to  discuss  the  Health 
Planning  Program,  and  look  forward  to  working  with  you  in  the  future. 


Sincerely  yours. 


Henry  A.  Foley,  Ph.D. 
Administrator 
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Mr.  Sattekfield.  I  am  not  going  to  argue,  but  I  would  point  out 
that  if  Congress  had  intended  the  30-day  comment  period  and 
responses  as  a  result  of  the  notice  published  in  the  Federal  Register 
to  constitute  consultation,  we  would  have  had  no  reason  to  include 
section  1501(c)  in  the  act.  I  believe  that  inclusion  of  section  1501  (c) 
is  proof  positive  that  more  was  intended. 

I  would  like  to  ask  some  additional  questions.  On  page  1  of  your 
statement,  Mr.  Champion,  at  the  bottom  of  the  first  page  you  say : 
"It  is  a  necessity  if  we  are  ever  to  implement  a  comprehensive,  uni- 
versal system  for  the  national  health." 

Elucidate  for  me  just  what  kind  of  a  universal  system  for  the  na- 
tional health  you  envision. 

Mr.  Champion.  We  are  not  ready  to  make  a  proposal.  What  I  am 
speaking  of  here  is  a  more  general  thing ;  that  is,  universal  access,  a 
system  to  which  everyone  has  equal  access  at  a  reasonable  cost  under 
whatever  provisions. 

Mr.  Sattekfield.  Are  you  talking  about  a  national  health  system 
which  would  be  basically  directed  by  your  department? 

Mr.  Champion.  This  would  be  true  with  or  without  such  a  na- 
tional health  system. 

Mr.  Sattekfield.  What,  the  direction  from  your  department?^ 

Mr.  Champion.  No,  that  we  need  to  have  comprehensive  planning 
to  implement  a  comprehensive  universal  health  care  delivery  system 
whether  it  is  governmental  or  otherwise. 

Mr.  Sattekfield.  I  am  not  too  concerned  about  a  comprehensive 
health  system  if  it  is  reasonable,  but  I  am  concerned  about  this  prin- 
ciple of  universality.  That  implies  a  national  system.  Is  that  what 
you  envision? 

Mr.  Champion.  It  means  universal  access,  sir. 

Mr.  Sattekfield.  Universal  access  to  what? 

Mr.  Champion.  It  means  that  every  person  in  this  country  should 
have  access  to  the  health  care  system. 

Mr.  Sattekfield.  Now  I  gather  in  reading  your  statement,  and 
referring  specifically  to  page  9,  that  hospital  cost  containment  is  one 
of  the  prime  concerns  in  connection  with  this  act  and  the  amend- 
ments you  feel  should  be  made  to  it.  I  would  like  to  ask  this  ques- 
tion. In  the  event  that  the  Hospital  Cost  Containment  Act  to  which 
you  refer  and  which  this  subcommittee  has  reported  to  the  full  com- 
mittee is  not  enacted  in  this  Congress,  do  you  feel  that  the  health 
planning  act  as  now  constituted  would  authorize  your  department  to 
require  the  State  health  planning  and  development  agencies  to  in- 
clude limitations  on  increases  in  hospital  revenues  in  their  State 
health  plans? 

In  other  words,  do  you  think  HEW  would  have  the  capability 
under  this  act  to  achieve  the  same  result  as  the  cost  containment  bill 
intends  by  requiring  the  health  system  agencies  to  incorporate  reve- 
nue limits  for  hospitals  as  part  of  their  State  health  plans? 

Mr.  Champion.  No  ;  I  do  not.  I  think  there  is  the  potential  to  offer 
guidelines  for  State  action  but  there  is  not  the  authority  contained 
in  the  hospital  cost  containment. 

Mr.  Sattekfield.  I  am  interested  in  your  statement  because  it 
leads  to  another  question.  Maybe  this  is  a  good  time  to  ask  it.  Would 
you  give  me  your  definition  of  a  guideline? 
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Mr.  Champion.  A  guideline,  as  we  have  interpreted  it  in  writing 
these  national  guidelines,  is  a  benchmark  or  a  standard  against  which 
local  and  State  health  planning  agencies  can  measure  their  efforts 
and  against  which  we  can  measure  them  in  terms  of  their  effective- 
ness. 

Mr.  Sait^rtield.  Is  it  not  a  fact  that  the  guidelines  you  have  al- 
ready issued  are  not  guidelines  in  that  sense  but  directives  and  that 
you  are  going  to  require  adherence  to  them  ? 

Mr.  Champion.  The  only  requirement  for  adherence,  the  only 
remedy  for  failure  to  adhere — and  there  is  in  the  present  version  of 
those  guidelines  adequate  room  for  State  and  local  planners  to  make 
all  the  kinds  of  adjustments  for  special  circumstances — the  only  ac- 
tion the  Federal  Government  is  able  to  take  is  to  change  the  status 
of  the  health  planning  agency  itself,  not  to  do  anything  else. 

Mr.  Sattekfield.  Right.  And  if  you  change  it,  you  eventually 
can  put  together  more  cooperative  HS A  in  its  place,  can't  you  ? 

Mr.  Champion.  I  think  use  of  that  authority  would  be  very  lim- 
ited. We  would  certainly  hope  that  the  planning  process  is  effective 
without  the  need  for  such  action,  in  the  sense  that  it  does  provide  a 
strong  framework.  But  the  health  planning  law  does  not  do  the  same 
things  that  a  Cost  Containment  Act  would  do. 

Mr.  Sattekfield.  You  also  have  the  right  to  withhold  funds,  if 
necessary. 

Mr.  Champion.  That  is  limited. 

Mr.  Sattekfield.  The  point  I  am  getting  to  is  this:  If  you  are 
talking  about  hospital  cost  containment  and  revenues  being  limited 
through  guidelines,  are  you  not  saying  that  you  are  going  to  come 
up  with  a  set  of  guidelines  saying  to  the  HSA's  that  these  are  the 
standard  revenues,  and  you  are  going  to  have  to  put  them  in  your 
health  plan  and,  we  are  not  going  to  approve  the  plan,  and  we  will 
change  your  status? 

Mr.  Champion.  We  do  not  have  formal  approval  of  those  plans, 
Mr.  Satterfield. 

Mr.  Sattekfield.  You  have  the  power  not  to  approve  them. 
Mr.  Champion.  No,  we  do  not. 
Mr.  Sattekfield.  You  do  not. 

Mr.  Champion.  We  have,  as  I  understand  it,  the  ability  to  review 
them  but  not  to  approve  them. 

Mr.  Sattekfield.  Now  you  have  said  in  your  guidelines  that  were 
published  last  year — ^that  every  HSA  would  have  to  include  them 
within  the  health  systems  plan  within  1  year  and  comply  with  them 
in  4  additional  years,  is  that  not  correct? 

Mr.  Champion.  No,  sir.  Things  would  go  into  plans  under  those 
guidelines,  but  we  do  not  write  those  planning  provisions.  Those 
provisions  are  written  first  by  the  HSA's  and  then  by  the  appro- 
priate State  agencies. 

Mr.  Sattekfield.  You  have  the  right  to  make  them  comply. 

Mr.  Champion.  We  give  them  guidelines  as  I  defined  them. 

Mr.  Sattekfield.  You  give  them  requirements  that  must  be  met 
or  they  are  in  trouble  with  you. 

Mr.  Champion.  Well,  I  think  I  stand  on  my  previous  statement, 
sir. 
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Mr.  Satterfield.  Well,  you  can  stand  on  it  but  I  am  bound  to  say 
I  consider  the  guidelines  you  issued  to  be  directives.  The  point  that 
I  am  leading  to  is  that  there  are  provisions  and  proposals  that  I  see 
you  making  here  that  lead  to  the  conclusion  that  you  will  have  ready 
control  over  these  plans  if  they  do  not  comply. 

Mr.  Champion.  We  think  we  have  simply  performed  the  function 
that  was  assigned  to  us  by  the  act  as  passed  in  1974. 

Mr.  Satterfield.  Well,  I  am  glad  to  know  that  because  that  may 
give  me  some  ideas  as  to  how  we  ought  to  amend  it. 

I  would  like  to  ask  you  this.  You  talk  about  a  shift  to  conditional 
steps  for  HSA's.  Now  that  is  a  proposal  you  are  making.  What 
would  be  the  circumstances  of  that  shift  ?  What  would  that  mean  ? 

Mr.  Champion.  That  would  mean  that  if  an  HSA  did  not  carry 
out  its  fundamental  commitments  under  the  Health  Planning  Act 
and,  therefore,  was  not  an  effective  instrument  as  that  act  contem- 
plated it,  that  you  could  put  them  in  effect  on  notice  for  a  period 
of  time  by  returning  them  to  conditional  status,  thus  affecting  the 
function  they  could  perform  and  their  funding  in  the  future. 

Mr.  Satterfield.  And  if  they  stayed  on  conditional  status  and  did 
not  comply  within  that  period  of  time,  would  you  remove  funding 
from  them  ? 

Mr.  Champion.  That  is  correct. 

Mr.  Satterfield.  To  get  back  to  the  point  that  I  was  making  ear- 
lier, you  do  have  a  very  high  degree  of  control  over  the  HSA's,  you 
control  the  pursestrings. 

Mr.  Champion.  We  believe  that  the  act  intended  that  the  HSA 
should  carry  out  the  fundamental  purposes  that  the  Congress  stated 
in  the  act  and  if  they  do  not,  the  Federal  Government  would  not 
want  to  spend  money  on  them. 

Mr.  Carter.  Will  you  yield  on  that? 

Mr.  Satterfield.  Glad  to  yield. 

Mr.  Carter.  In  your  guidelines  you  mentioned  their  effects  on 
HSA's  but  you  did  not  mention  that  they  should  be  based  upon  the 
law  which  we  passed,  the  present  act,  the  act  of  1974. 

Thank  you  for  yielding,  Mr.  Satterfield. 

Mr.  Satterfield.  Mr.  Chairman,  I  have  a  lot  of  questions  but 
I've  run  out  of  time  at  this  point  but  I  would  like  to  return  to  my 
line  of  questioning  later. 

Mr.  Rogers.  Mr.  Florio. 

Mr.  Florio.  Thank  you,  Mr.  Chairman. 

I  have  some  short  specific  questions  and  then  two  which  require 
more  elaboration. 

You  mentioned  this  particular  need  in  the  doctors'  offices.  I  as- 
sume you  are  also  talking  about  nonprofit  corporations — doctors 
groups,  radiology  groups  outside  of  hospitals. 

Mr.  Champion.  Yes.  For  equipment  costing  over  $150,0000  I 
think,  wherever  it  may  be.  We  have  ended  up  with  CAT  scanners  on 
flat  bed  trucks  in  some  cases. 

Mr.  Florio.  That  is  the  definition  of  major? 

Mr.  Champion.  That  is  my  recollecton. 

Mr.  Florio.  You  mentioned  there  were  other  things  in  your  rec- 
ommended legislation  that  are  coming  down.  Do  any  of  those  other 
things  deal  with  HSA  jurisdiction  over  Veterans  hospital  facilities? 
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Mr.  Champion.  Not  to  my  knowledge.  No. 

Mr.  Florio.  You  have  a  provision — mandating  25  percent  local 
elected  official  participation  on  the  HSA  board.  At  this  point  I  have 
not  made  up  my  mind  whether  that  is  good  or  bad,  but  I  think  you  ' 
probably  have  taken  into  consideration  the  opposition  you  are  going 
to  encounter  with  that  kind  of  recommendation.  If  that  is  what  you  | 
are  doing,  it  is  diminishing  the  providers  sector  and  already  many 
providers  are  very  apprehensive  about  the  HSA's,  feeling  they  don't 
have  sufficient  input  now.  Dental  groups  around  the  country  have 
said  that  they  rarely  get  a  chance  to  participate  and  they  have  a 
dentist  or  a  nurse  or  whoever  it  happens  to  be. 

Your  recommendation  is  going  to  effectively  diminish  this.  Have 
you  anticipated  that  type  of  opposition  ? 

Mr.  Champion.  Yes,  to  some  extent,  although  there  may  be  spe- 
cific groups  that  would  more  strongly  oppose  this.  The  fundamental 
notion  is  that  while  there  should  be  provider  representation,  that 
providers  basically  are  people  who  should  be  making  their  case  to 
the  governing  body  and  should  have  full  opportunity  to  do  that. 
That  they  should  have  a  certain  percentage  of  the  voting  rights  is 
another  question  altogether,  and  the  committee's  original  decision 
was  that  there  should  be  a  consumer  majority.  We  feel  that  the  pro- 
vider role  is  adequately  taken  care  of  by  the  fact  that  they  have  full 
access  to  provide  information,  to  make  statements,  and  to  take 
positions. 

They  will  have  some  providers  on  the  body  who  can  speak  to  the 
appropriateness  and  professsional  terms.  All  of  these  groups  tend 
to  be  well  staffed,  well  provided  with  professsional  advice  and  they 
can  have  an  appropriate  impact  with  no  more  than  the  amount  of 
participation  that  this  calls  for.  I  assume  that  you  are  right,  that  the 
providers  would  wish  to  have  more. 

Mr.  Florio.  Just  to  amplify  the  point,  I  say  I  have  to  think 
through  exactly  whether  it  is  socially  desirable  to  have  elected  offi- 
cials compose  one-fourth  of  the  members  of  the  board,  who  have  to 
respond  to  their  constituents.  We  know  that  the  most  controversial 
questions  are  the  ones  that  the  elected  officials  would  be  the  least  able 
to  evaluate  so  I  reserve  my  rights  to  give  that  some  more  thought  in 
terms  of  mandating  25  percent  of  the  HSA's. 

Mr.  Champion.  I  might  add  there  is  another  element  here  which 
I  did  not  mention  and  that  is  the  PSRO.  We  now  have  more  agree- 
ment with  PSRO's  to  provide  a  very  heavy  element  of  professional 
advice,  because  those  are  professionally  oriented  agencies. 

Mr.  Florio.  I'd  like  to  counter  that,  the  advice  and  the  ability  to 
consult  is  something  that  is  very  important  but  we  have  made  a 
statutory  decision  that  51  percent  are  going  to  be  consumers  who 
theoretically  are  not  supposed  to  have  a  particular  axe  to  grind.  The 
real  crux  of  the  problem  gets  down  to  the  decisionmaking.  There  is 
a  lot  of  information  that  comes  in,  much  of  it  m  direct  conflict.  If 
we  are  going  to  have  an  objective  group  making  the  decisions  I  am 
not  sure  that  elected  officials  should  be  weighted  in  terms  to  make 
these  decisions. 

You  mentioned  modernization  grants  and  modernization  funds.  Do 
you  recall  if  the  HSA's  as  currently  have  jurisdiction  to  pass  those 
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grants  and  then  sign  off  on  applications  that  are  being  made  for  posi- 
tion moneys  ? 

Mr.  Champion.  Yes,  I  think  that  they  do  have  to  pass  on  them. 
I  don't  know  Avhether  that  is  the  controlling — they  do  not  have  a  con- 
trolling voice,  do  they  ?  No,  it  is  advisory. 

Mr.  Carter.  Mr.  Chairman,  if  the  gentleman  will  yield. 

Mr.  Florio.  Yes. 

Mr.  Carter.  The  HSA  was  given  the  authority  to  make  that  deter- 
mination, in  fact  for  all  health  care  in  that  area. 
If  you  would  j)ermit  me  further. 
Mr.  Florio.  Sure. 

Mr.  Carter.  You  are  proposing  that  25  percent  of  the  board  be 
elected  officials  and  that  share  would  be  subtracted  from  the  provid- 
ers, as  I  understand  it.  You  know  that  any  elected  official  who  is  in 
on  HSA  board  he  is  going  to  want  to  improve  his  own  hospital  or 
health  facility  in  his  ow^n  area.  This  to  me  is  a  very,  very  controver- 
sial amendment,  as  I  see  it,  and  it  takes  away  from  the  wonderful 
people  that  we  now  have  in  our  HSA's,  and  they  are  a  great  group. 

Mr.  Florio.  If  I  could  continue. 

After  consulting,  do  you  assume  that  HSA  has  an  advisory  respon- 
sibility, that  they  have  to  advise  HEW  with  regard  to  the  moderni- 
zation grant? 

Mr.  Champion.  That  is  correct.  The  final  approval  authority  is 
with  the  Secretary.  Obviously,  that  is  a  very  strong  recommendation, 
but  our  understanding  is  that  that  is  an  advisory  and  recommendation 
capacity,  not  a  final  decision. 

Mr.  Florio.  Has  this  been  recently  arrived  at?  My  reason  for  ask- 
ing is  that  within  the  last  month  or  so  he  has  indicated  that  he  has 
been  notified  and  they  regarded  it  as  a  signoff.  That  is  the  phraseol- 
ogy which  they  use.  They  are  required  to  sign  off  on  applications  for 
modernization.  This  particular  HSA  perceives  this  as  the  opportunity 
to  look  into  the  Avhole  question  of  the  accounting  procedures — the 
hospital,  the  administrative  costs  of  the  hospital — saying  if  in  fact 
Federal  money  and  modernization  are  going  to  be  utilized  there  is  a 
responsibility  to  see  that  the  hospital  is  using  those  moneys  in  the 
most  cost  effective  way.  If  they  have  wasteful  billing  practices  or  if 
they  have  duplication  of  laundry  services  it  is  something  that  should 
be  jbrought  to  the  attention  of  the  hospital  when  it  comes  and  ask  for 
modernization  money.  The  implication  being  that  unless  they  change 
their  practices  the  HSA  will  not  sign  off  the  modernization  grant. 
Therefore,  HEAV  w^ould  be  inclined  not  to  approve  the  modernization 
grant. 

Mr.  Champion.  I  think  the  word  "inclined"  is  correct.  I  think  thai: 
reading  generally  is  correct.  All  I  am  saying  is  that  the  ultimate  au- 
thority rests  in  the  Secretary  and  if  a  hospital  wants  to  come  back 
against  a  negative  recommendation,  that  is  a  question  that  can  be 
raised  with  HEW  in  applying  for  the  grant.  But  w^e  certainly  would 
want  to  make  sure  that  w^hat  HSA's  mean  by  signoff  is  that  they 
have  reviewed  it  and  that  we  know  their  views  and  recommendations, 
and  that  some  people  would  understand  that  we  would  be  strongly 
inclined  to  accept  the  HSA  verdict  on  that  subject. 

Mr.  Florio.  Mr.  Chairman,  before  I  go  to  the  last  question  let  mo 
make  an  observation  and  identify  what  Mr.  Satterfield's  concern  is. 
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In  many  respects  we  are  drawing  a  very  generalized  piece  of  legisla- 
tion, we  are  improving,  hopefully,  a  generalized  piece  of  legislation. 
Tremendous  amounts  of  discretion  are  given  to  the  Secretary  and  the 
various  agencies.  The  rulemaking  procedure  is  going  to  have  to  be 
improved  an  awful  lot  if  you  are  not  going  to  have  the  tremendous 
traumatic  events  occurring  around  the  country. 

The  Secretary  would  be  well  advised  to  reach  out  as  much  as  pos- 
sible and  attempt  to  consult  with  this  committee  even  in  regard  to 
the  rulemaking  process  though  that  is  normally  not  the  case.  I  regard 
this  as  a  most  important  piece  of  legislation  which  is  going  to  come 
out  of  this  committee. 

The  administration  has  signaled  that  the  national  health  insurance 
program  is  not  going  to  be  dealt  with  by  this  Congress.  I  happen  to 
believe  that  this  is  more  important.  Is  that  admittedly  an  arbitrary 
approach,  is  it  a  short-term  approach,  is  it  a  long-term  approach? 
Unless  we  are  going  to  live  with  these  constant  controversies  over 
interpretation  of  the  rules,  the  rulemaking  process  has  got  to  be 
improved. 

The  last  point  I  would  like  to  bring  into  contest,  concerns  my  own 
area.  There  is  a  controversy  where  the  "B"  agency  has  made  a  recom- 
mendation for  the  cert ificate-of -need  for  a  particular  facility.  The 
"A"  agency  has  rejected  that  recommendation  and  issued  a  certifi- 
cate-of-need  to  a  competing  hospital.  We  have  two  hospitals  com- 
peting. That  is  the  problem  we  have  in  our  area.  It  is  my  understand- 
ing that  in  Massachusetts — I  was  there  not  too  long  ago — they  have 
a  different  type  of  a  problem  dealing  with  the  same  general  contro- 
versy. We  in  the  A  and  the  B  agencies  agree  that  their  particular 
need  is  not  appropriate  but  the  applicants  have  gone  to  the  State  Leg- 
islature and  had  a  piece  of  legislation  introduced. 

In  essence  what  I  am  asking  you,  is  whether  this  is  happening 
around  the  country?  That  the  certificate-of-need  process  and  the  in- 
tegrity of  that  process,  is  being  thwarted  either  internally  between 
the  two  agencies  or  by  external  agencies  coming  in? 

Mr.  Champion.  Let  me  answer  your  first  question  just  briefly  first, 
and  tell  you  that  we  agree  with  you  about  the  sensitive  part  and  the 
need  to  improve  the  rulemaking  process.  The  reaction  we  have  had 
to  redoing  it  in  the  guidelines  Avould  indicate  a  general  satisfaction 
with  that  approach  and  we  would  hope  to  continue  to  have  the  broad- 
est kind  of  consultation. 

Mr.  Florio.  On  that  one  point  you  may  regard  this  as  being  unfair 
but,  Mr.  Satterfield,  I  think  Ave  accept  the  same  procedural  deficien- 
cies. I  am  of  the  opinion  that  HEW  should  have  more  control  over 
Avhat  is  going  on  and  yet  I  am  saying  that  the  control  should  be 
rationally  arrived  at.  I  want  to  see  guidelines  that  are  specific  but  I 
don't  want  to  see  someone  just  making  them  up  without  an  opportu- 
nity for  a  consensus.  I  don't  think  we  should  have  these  plans  all  over. 
There  should  be  some  national  guidelines,  but  the  national  guidelines 
have  to  be  arrived  at  as  a  result  of  the  consensus  process. 

Mr.  Champion.  I  agree  not  only  with  that  but  we  should  very  care- 
fully explain  what  that  process  has  been  and  how  the  conclusions 
finally  put  forward  have  been  arrived  at.  That  we  failed  to  do  the 
first  time  around. 
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I  think  the  new  proposal  does  explain  in  great  detail  where  the 
standards  came  from,  which  professional  society  propounded  them, 
what  factors  were  taken  into  consideration  in  arriving  at  them.  I 
think  we  need  to  do  that  and  I  concur  with  you  entirely. 

With  respect  to  the  other  question  about  the  problems  of  certificate- 
of-need,  I  don't  know  how  widespread  that  problem  is  coming  to  be 
but  there  is  no  question  that  it  is  very  serious  in  a  number  of  places, 
including  the  Massachusetts  situation.  Over  the  Governor's  veto,  the 
State  legislature  approved  two  certificates-of-need,  that  in  effect  gave 
two  hospitals  the  ability  to  go  ahead  despite  the  whole  administrative 
process  leading  up  to  it,  and  neither  there  nor  in  the  other  cases  of 
which  you  speak  is  there  any  real  ability  on  the  part  of  the  Federal 
Government  to  deal  with  that. 

There  is  a  situation  in  Ohio  where  the  State  overturned  an  HSA, 
in  our  view  without  satisfactorily  supporting  their  reason  for  so 
doing.  We  can  argue,  but  under  either  certificate-of-need  or  1122  there 
is  really  very  little  that  we  can  do  except  ultimately  to  change  the 
funding  of  the  agency  responsible.  We  cannot,  for  instance,  use  the 
withholding  of  Federal  reimbursement.  There  is  very  little  we  can 
do  when  that  takes  place  and  the  committee  may  want  to  look  at 
that  situation. 

Mr.  Florio.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Well,  as  I  understand  it,  in  issuing  the  revised  guide- 
lines you  have  provided  for  additional  time  for  public  comment  so 
that  no  one  can  say  they  were  not  consulted. 

Mr.  Champion.  That  is  correct,  Mr.  Chairman,  and  we  have  re- 
peated the  whole  process. 

Mr.  Rogers.  The  whole  process  is  to  assure  that  everybody  has  a 
right  to  be  heard  and  I  commend  you  for  it. 

Also,  as  I  recall  the  law,  the  whole  theory  is  to  let  the  local  people 
try  to  decide  and  make  judgments  as  to  whether  new  services  and 
facilities  are  needed  in  their  areas.  They  have  the  right  to  review 
and  approve  these  projects. 

Mr.  Carter.  Mr.  Chairman,  I  want  to  agree  on  that. 

Mr.  Rogers.  That  is  what  we  wanted  and  if  the  HSA  disapproves 
the  funding  of  a  project  coming  into  their  area,  so  state  its  reasons. 

Now  the  Secretary  has  ultimate  authority  on  the  approval  of  Fed- 
eral funds. 

Mr.  Champion.  Only  on  the  Federal  funds. 

Mr.  Rogers.  We  want  to  be  able  to  hold  him  accountable  so  he 
would  have  to  issue  reasons  why  he  felt  it  was  appropriate  to  pro- 
ceed if  the  local  HSA  says,  no,  we  don't  want  those  funds  here.  So  I 
think  it  is  clear  that  we  want  to  get  local  plans  and  assure  that  the 
local  people  are  involved. 

Now  let  me  ask  you  this.  The  recent  study  of  the  General  Account- 
ing Office  points  to  some  management  problems  in  the  health  plan- 
ning program.  Now  they  point  out,  for  instance,  that  there  are  eight 
authorize  GS-15  positions  and  yet  there  were  18  GS-15's  employed 
by  the  Bureau  of  Health  Planning  and  Resource  Development  at  the 
time  of  the  review. 

Now  this  surely  must  have  been  known  to  the  administration  and 
the  prior  administration  but  I  don't  know  what  has  been  done  to 
solve  it.  Has  any  action  been  taken? 
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Mr.  Champion.  I  will  ask  Dr.  Foley  to  respond. 
Mr.  Rogers.  Certainly. 

Dr.  Foley.  Mr.  Chairman,  we  are  reorganizing  Bureau  of  Health 
Planning  and  Resources  Development.  It  was  announced  in  the  Fed- 
eral Register  in  December  of  1977.  We  are  also  recuttin^  every  job 
description  within  that  Bureau.  Grades  will  be  appropriately  allo- 
cated so  that  the  job  can  be  done.  That  will  be  completed  by  the  end 
of  March  of  this  year. 

As  you  are  probably  aware,  we  expect  some  litigation  with  some 
of  the  staff  in  that  situation.  We  are  attempting  to  work  through  the 
Public  Health  Service  with  the  Health  Resource  Administration  to 
be  equitable  to  the  employees  and  at  the  same  time  meet  the  concerns 
that  were  reflected  here  in  the  GAO  report. 

Mr.  Rogers.  How  many  employees  of  the  Bureau  of  Health  Plan- 
ning Resources  Development  have  worked  in  the  area- wide  or  State 
planning  agencies  previously?  Very  many? 

Dr.  Foley.  One,  Mr.  Chairman.  We  are  considering  placing  some 
of  those  current  staff  out  in  the  field  for  at  least  3  months,  perhaps 
even  longer.  Since  we  have  under  the  Civil  Service  procedures  here 
in  the  Federal  Government  a  wslj  of  paying  for  that,  I  think  it  is 
very  important  for  the  staff  in  this  particular  Bureau  to  have  local 
and  State  experience. 

Mr.  Rogers.  Now  if  you  think  there  are  needed  changes  in  the  law, 
any  suggestions  you  have  would  be  helpful  to  the  committee.  Try  to 
bring  in  more  people  who  had  experience  with  local  planning  so  we 
can  relate  a  little  better. 

Now  I  understand  you  are  proposing  that  we  do  away  with  the 
per  capita  funding  formula  for  HSA's  which  is  currently  in  title  XV. 
As  I  recall  we  gave  you  flexibility  for  the  State  Health  Planning  and 
Development  Agencies  but  you  adopted  a  formula  in  regulations. 
I  am  not  sure  that  I  understand  what  you  really  want.  You  want  to 
set  the  formula  and  not  have  us  do  it  is  that  it  ? 

Mr.  Champion.  No,  Mr.  Chairman.  What  we  would  like  to  have  is 
some  ability  to  recognize  good  work  and  to  signal  bad  work,  and  also 
the  ability,  as  these  agencies  take  on  certain  functions  and  perform 
them  and  have  heavier  workloads  in  connection  with  certificate-of- 
need  or  other  things,  to  expand  funding  where  appropriate.  As  a 
matter  of  fact,  we  would  propose  to  continue  the  current  system  for 
now. 

I  think  there  has  been  a  legitimate  criticism  of  the  capacity  of 
regional  offices  to  make  good  judgments  about  what  funding  levels 
should  be,  and  under  the  circumstances  we  feel  perhaps  that  is  right 
to  continue  the  current  system.  You  will  notice  in  my  statement  I  said 
that  when  we  had  the  ability  to  make  sophisticated  judgments,  we 
would  like  to  proceed,  and  we  are  thus  seeking  an  amendment  for  the 
future,  not  for  the  present. 

Mr.  Rogers.  I  wonder  if  it  would  not  be  well  to  require  the  submis- 
of  budgets  from  the  HSA's  and  allow  you  to  fund  those  up  to  the 
level  set  by  a  formula. 

Mr.  Champion.  We  are  now  approaching,  as  you  know,  the  ceiling 
of  the  formula.  I  think  the  formula  we  are  within  
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Mr.  Rogers.  I  am  not  sure  that  all  of  those  moneys  are  needed  by 
all  of  the  agencies.  That  is  what  I  am  saying.  I  think  a  look  at  a 
budget  may  show  there  is  real  waste  in  some  areas  and  just  turning 
over  an  amount  of  money  which  I  know  we  directed  to  get  them 
started  is  not  wise.  I  think  that  was  about  the  only  way  we  could  do 
it  to  get  them  started  but  maybe  we  are  at  the  point  where  we  should 
require  the  submisison  of  a  budget. 

Mr.  Champion.  Mr.  Chairman,  it  would  be  nice  to  look  at  a  budget, 
but  we  would  have  a  problem  negotiating  an  entire  budget.  We  have 
had  problems  where  people  have  tried  to  control  too  closely  local 
HSA  activities.  They  would  argue  whether  an  administrator  should 
be  paid  $28,000  or  $30,000,  and  we  don't  think  the  Federal  Govern- 
ment should  get  into  that  level  of  consideration.  But  examining  the 
amount  of  money  to  do  what  they  are  performing  in  terms  of  func- 
tions, a  functional  kind  of  budget,  would  make  a  great  deal  of  sense. 

Mr.  Rogers.  Suppose  they  have  a  budget  and  they  have  a  rather 
small  health  service  area  and  they  don't  need  much  money  for  travel 
but  they  have  a  huge  amount  in  their  budget  for  travel.  In  other 
words,  I  think  we  want  to  be  reasonable  but  I  think  by  asking  for  a 
budget  it  would  also  require  some  thoughtful  oversight  by  the  HSA 
itself  on  its  own  spending  practices. 

So  I  would  like  to  have  your  thinking  on  that  for  the  record  when 
you  have  an  opportunity^  to  comply. 

Mr.  Champion.  We  will  respond  to  that.  The  tension  there  is  how 
much  paperwork. 

Mr.  Rogers.  I  understand  that. 

I  presume  they  draw  up  the  budget  to  cover  that  anyhow. 
Mr.  Champion.  I  would  hope  so,  too,  sir. 

Mr.  Rogers.  The  main  focus  of  the  Department's  testimony  is  on 
cost  containment — well,  it  is  on  cost  containment  and  reducing  serv- 
ices but  what  about  resource  development  and  providing  services  that 
are  not  available  to  those  who  don't  have  access  to  them? 

Now  I  question  whether  we  are  emphasizing  a  proper  balance  of 
concerns.  I  don't  see  that  you  propose  any  regulations  or  funding  of 
the  area  of  health  service  development  funding. 

Mr.  Champion.  I  know  of  none. 

Do  you  know  Dr.  Foley  ? 

Mr.  Rogers.  Why  not? 

Mr.  Champion.  I  am  told  that  there  is  nothing  directly  here  for 
that  purpose  except  that  we  did  recommend  substantial  expansion  of 
community  health  centers. 

Mr.  Rogers.  I  don't  even  see  it  listed  as  coming  up  for  rulemaking. 
Shouldn't  it  be  ?  In  your  status  report  on  health  planning  regulations, 
appendix  1  to  your  statement  [see  p.  61] ,  I  see  no  area  health  service 
program  set  forth. 

Mr.  Champion.  Well,  that  being  the  case,  Mr.  Chairman,  there 
should  be.  I  will  look  into  that  and  I  will  respond  to  you  on  the  rec- 
ord with  respect  to  that. 

[The  following  information  was  received  for  the  record:] 

The  drafting  of  proposed  AHSDF  regulations  is  underway  in  the  Bureau  of 
Health  Planning  and  Resources  Development.  We  anticipate  that  a  NPRM 
will  be  published  later  this  spring,  with  final  regulations  scheduled  to  be  issued 
this  summer. 
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Several  factors  have  contributed  to  the  delay  in  developing  these  regulations. 
No  funds  have  been  appropriated  to  date  under  section  1640,  and  indeed  until 
fully  designated,  HSAs  are  not  eligible  to  receive  area  health  services  develop- 
ment funds.  It  wsLS  only  last  fall  that  the  first  agencies  received  full  designa- 
tion, and  to  date  only  nine  HSAs  have  been  fully  designated.  This  coupled  with 
the  increasing  pressure  to  get  other  more  urgently  needed  regulations  issued, 
such  as  the  final  State  agency  regulations  and  NPRMs  on  review  and  approval 
and  appropriateness  review,  led  us  to  defer  development  of  AHSDF  regula- 
tions until  recently. 

Mr.  Rogers.  One  of  the  purposes  of  these  agencies  is  to  say  we 
don't  have  a  service  here  and  we  want  it  and  need  it.  HSA's  are  to 
see  quality  health  services  available  and  I  think  we  need  to  stress  that. 

Mr.  Champion.  We  will  respond  formally.  You  are  right,  sir. 

Mr.  Rogers.  Thank  you. 

[The  following  information  was  received  for  the  record :] 

We  agree  that  "gaps"  in  existing  health  services  may  from  time  time  and 
place  to  place  be  identified  by  some  HSA's.  Furthermore,  their  responsibilities 
include  improving  the  availability  and  quality  of  care  as  well  as  eliminating 
unneeded  or  inappropriate  duplication  of  services. 

However,  we  feel  that  cost  containment  is  the  more  urgent  problem  that 
State  and  local  health  planning  agencies  must  address  at  this  time.  For  if  we 
ever  are  to  provide  adequate  health  care  resources  and  services  in  areas  and 
to  populations  where  "gaps"  may  now  exist,  we  must  begin  to  curb  unneces- 
sary and  expensive  duplication. 

Support  for  many  of  the  kinds  of  developmental  efforts  that  may  be  identi- 
fied as  needed  by  HSA's  in  their  areas,  are  available  through  other  already 
existing  Federal  health  programs  such  as  the  community  mental  health  center 
and  family  health  center  programs,  the  HMO  program,  various  maternal  and 
child  health  programs,  and  the  migrant  health  project  grant  program.  As  the 
following  table  shows,  appropriations  for  these  have  risen  substantially  in  the 
last  several  years. 

RECENT  APPROPRIATIONS  FOR  SELECTED  HEALTH  PROGRAMS 


[In  millions] 


Program 

Fiscal  year 
1977 

Fiscal  year 
1978 

Fiscal  year 
19791 

Community  health  centers  program   

Community  mental  health  centers  program  

Family  planning  grants      

HIVIO  grants  

Maternal  and  child  health  program    .   

Migrant  health  project  grants    

  $142.9 

  126. 5 

  82. 7 

  18. 1 

  275. 1 

  19.3 

$247. 0 
269.0 
125.0 

21.2 
364.7 

34.5 

$301. 0 
284.1 
145.0 

25.9 
377.7 

34.5 

1  President's  budget  request. 

Moreover,  we  are  not  convinced  that  HSAs  will  in  the  next  year  or  two  have 
pressing  need  for  Area  Health  Service  Development  Funds.  Not  only  are  other 

funds  available,  but  also  there  is  no  experience  to  suggest  that  the  other  tools 
available  to  HSA's  to  promote  resource  development  activities — ^for  example, 
publication  of  specific  plans  and  projects  for  their  Annual  Implementation 
Plans,  implementation  of  those  plans,  and  the  technical  assistance — will  not 
spur  the  development  which  HSA's  determine  necessary  to  achieve  their  ob- 
jectives. 

We  would,  however,  reexamine  this  question  again  when  there  is  more  sub- 
stantial body  of  operating  experience  with  respect  to  HSA  plan  implementa- 
tion. If  a  clear  need  specifically  is  demonstrated  for  Area  Health  Service  De- 
velopment Fund,  we  would  request  such  funds  at  that  time. 

Mr.  KoGERS.  Of  course,  you  mention  the  coordination  with  the 
SMSA's  in  other  areas.  I  think  it  would  be  helpful  to  have  any  sug- 
gested legislative  changes  that  you  think  that  is  required. 
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As  I  recall  there  are  12  single  State  health  service  areas  that  have 
been  designated. 

Mr.  Champion.  That  is  my  recollection. 

Mr.  Rogers.  Now  do  we  need  any  changes  in  the  law  to  reconcile 
any  duplication  of  effort  or  overlap  of  responsibility  between  the 
State  and  the  HSA  in  those  States?  You  might  let  us  have  your 
thinking  on  that  for  the  record. 

,  [The  following  material  was  received  for  the  record :] 
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With  respect  to  the.coordination  among  health  systems  agencies  (HSAs) 
serving  the  same  Standard  Metropolitan  Statistical  Area  (SMSA),  we 
believe  that  section  222  as  proposed  in  H.R.  10460  would  go  a  long  way 
towards  achieving  the  kind  of  coordination  needed.    Section  222  would 
require  the  several  HSAs  serving  a  split  SMSA  to  coordinate  certain 
important  activities  or  functions--plan  development,  their  review 
criteria,  and  certif icate-of-need  reviews  and  recommendations--in 
accordance  with  an  agreed  upon  plan  approved  by  the  Secretary. 


As  you  know,  36  of  the  270-odd  SMSAs  in  the  country  were  split  as  the 
result  of  waivers  approved  by  the  Secretary  and  the  granting  of 
section  1536  status  to  the  District  of  Columbia  and  Rhode  Island. 


They  are: 

Al 1 entown-Bethlehem-Easton 

Boston 

Bridgeport 

Chicago 

Cincinnati 

Clarksville-Hopkinsville 

Evansville 

Fall  River 

Fort  Smith 

Hartford 

Huntington-Ashland 

Lansing-East  Lansing 

Lawrence-Haverhill 

Louisville 

Lowel 1 

Memphis 

Minneapolis-St.  Paul 
New  Haven 


New  London-Norwich 
New  York  City 
Norfolk 

Northeast  Pennsylvania 

Parkerburg-Marietta 

Philadelphia 

Portland  (Ore.) 

Providence-Warwick-Pawtucket 

Rochester 

San  Fanci SCO-Oakland 

Springfield-Chicopee-Holyhoke 

Steubenvi 1 1 e-Wi  erton 

Texarkana 

Toledo 

Washington,  D.C. 
Wheel ing 
Wilmington 
Worchester 
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These  36  split  SMSAs  include  six  major  metropolitan  regions  containing 
approximately  23  million  people  or  over  10  percent  of  the  total 
population  of  the  United  States:    Boston,  Chicage,  Memphis,  Philadelphia, 
San  Francisco-Oakland,  and  Washington,  D.C.    Three  of  those--Memphis, 
Philadelphia,  and  Washington,  D.C. --are  lare  interstate  SMSAs. 

Our  present  regulations  regarding  the  designation  and  funding  of  HSAs 
require  that  a  conditionally  designated  agency  shall  coordinate  and 
seek  to  enter  into  a  written  agreement  with  other  designated  agencies 
serving  health  service  areas  within  the  same  SMSA.    Such  agreements 
shall  as  a  minimum  include  provisions  for  review  and  comment  on  each 
others  HSPs  and  AIPs,  joint  review  of  projects,  exchange  of  information 
on  activities  affecting  the  SMSA,  and  the  sharing  of  data.  These 
regulations,  however,  fail  to  provide  either  incentives  or  sanctions, 
short  of  non-renewal  or  termination,  mandating  the  effective  meshing 
of  plans,  joint  certificate-of-need  reviews,  sharing  of  data,  and  the 
like. 

Section  222  and  other  changes  proposed  by  H.R.  10460  would  be  most 
helpful  in  assuring  that  important  health  planning  issues  which  cross 
health  service  area  boundaries,  and  sometimes  State  lines,  are 
adequately  and  effectively  dealth  with.    We  also  would  suggest: 
.    The  coordination  requirements  of  section  222  be  broadened 
to  include  sharing  af  data  and  information. 
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Coordinating  responsibilities  and  functions  be  expanded  to 
incude  State  health  planning  and  development  agencies  in 
the  case  of  split  interstate  SMSAs  such  as  Philadelphia  and 
Washington,  D.C. 

HSAs  serving  split  SMSAs  explicitly  be  authorized  to  delegate 
certain  review  responsibilities  to  such  inter-HSA  coordinating 
bodies  or  mechanisms  as  may  be  required  to  achieve  effective 
cooperation  and  integration. 


The  issues  surrounding  single  State  health  systems  agencies  has  been  of 

concern  to  the  Department  since  the  intital  designation  of  12  statewide 

health  service  areas  and  the  subsequent  designation  of  HSAs  in  those  States. 

The  States  in  question  are: 

Delaware  Oklahoma 

Idaho  Puerto  Rico 

Maine  South  Dakota 

Mississippi  Vermont 

Montana  West  Virginia 

New  Hampshire  Wyoming 

Therefore,  the  Bureau  of  Health  Planning  and  Resources  Development  last 
year  instituted  a  contract  with  Arthur  D.  Little,  Inc.  to  evaluate 
single  State  HSAs  (and  so-called  section  1536  States). 

Their  final  report  of  that  Study  of  Single  HSA  States  and  Section 
1536  States  was  submitted  in  late  January,  and  it  has  been  shared  with 
staff  of  both  the  House  Subcommittee  on  Health  and  the  Environment  and 
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the  Senate  Subcommittee  on  Health  and  Scientific  Research.    One  major 
conclusion  was  that,  "The  single  HSA  structure  is  workable  and  has  the 
potential  to  meet  the  objectives  of  P.L.  93-641  without  unnecessary 
duplication,  and  where  it  results  in  conflict,  this  conflict  is  often 
consturctive. " 

The  Arthur  D.  Little  study  and  report  included  a  number  of  recommendations, 
including  several  proposed  legislative  changes,  to  overcome  current 
inadequacies  and  concerns  with  respcet  to  single  HSA  States.    These  were: 

1.  Allowing  single  statewide  health  service  areas,  to  the  extent 
practicable,  (1)  to  include  no  more  than  one  center  for  the 
provision  of  highly  specialized  health  services,  and  (2)  to 
have  a  population  of  less  than  1,500,000. 

2.  Requiring  in  single  HSA  States  that  there  be  separate  and 
identifiable  SHCC  with  40  percent  of  its  members  composed  of 
gubernatorial  nominees,  precluding  the  option  of  the  governor 
appointing  all  or  part  of  the  HSA  governing  body  as  the  entire  SHCC. 

3.  Encouraging  of  subarea  advisory  councils  in  a  single  HSA  States, 
with  additional  financial  resources  made  available  to  these  HSAs 
for  support  of  such  councils. 

4.  Authorizing  special  funding  supplements  for  statewide  HSAs  beyond 
the  basic  grant  provided  by  the  current  formula. 

While  neither  the  Department  nor  BHPRD  have  had  time  to  thoroughly  review 
this  report,  we  do  have  some  reactions.    The  first,  which  would  revise  the 
criteria  for  establishing  health  service  areas  with  particular  reference  to 
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statewide  areas  if  it  were  to  be  adopted.    Several  of  the  12  current 
statewide  areas  have  more  than  one  center  for  the  provision  of 
highly  specialized  health  services,  and  four  single  HSA  States  have  popu- 
lations over  1.5  million  (i.e.,  Mississippi,  Oklahoma,  Puerto  Rico, 
and  West  Virginia). 

We  support  the  second  recommendation  which,  in  effect,  would  preclude 
the  governing  bocy  of  a  single  statewide  HSA  and  the  Statewide  Health 
Coordinating  Council  from  having  identical  memberships.    This  situation 
presently  exists  in  four  of  the  single  HSA  States. 

The  last  two  recommended  changes  are,  we  believe,  unnecessary  if  the 
discretionary  funding  provisions,  either  as  proposed  in  the  Administration's 
bill  or  H.R.  10460,  were  adopted. 
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Mr.  Rogers.  We  have  recently  passed  amendments  allowing  an 
extra  12  months  for  conditional  designation  of  HSA's.  How  many 
agencies  do  you  expect  to  not  be  performing  adequately  and,  there- 
fore, be  terminated  instead  of  being  fully  designated?  Is  there  any 
thinking  on  that  now? 

Mr.  Champion.  I  would  not  offer  such  a  number.  Dr.  Foley  may 
have  something. 

Dr.  Foley.  We  are  currently,  Mr.  Chairman,  negotiating  with  a 
couple  of  HSA's  trying  to  put  them  on  a  work  plan  to  meet  certain 
conditions. 

At  this  point  we  do  not  have  any  specific  agency  in  mind  for  pos- 
sible defunding.  However,  if  the  specific  agencies  that  I  have  in  mind 
do  not  meet  the  conditions,  we  might  be  back  in  2  years  telling  you 
that  we  had  defunded  a  couple. 

Mr.  Rogers.  All  right. 

Any  other  questions? 

Mr.  Carter.  Yes. 

The  General  Accounting  Office  has  stated  that  the  Bureau  of 
Health  Planning  for  Resources  Development  is  troubled  with  the 
problems  of  an  employee  morale,  lack  of  appropriate  job  restrictions 
and  poor  communication  among  the  various  divisions  and  offices 
within  the  bureau.  Could  you  comment  on  their  statements  in  this 
regard  ? 

Mr.  Champion.  Again,  I  will  speak  generally  and  ask  Dr.  Foley 
to  provide  the  details. 

There  has  been  a  continuing  problem  there  and  we  have  tried  under 
the  current  organization  to  clear  that  up,  as  Dr.Foley  said  earlier, 
but  I  regard  that  as  an  appropriate  comment  by  the  GAO  on  the 
past  state  of  things. 

Mr.  Carter.  What  is  the  suggestion  ? 

Mr.  Champion.  I  would  only  add,  Dr.  Carter,  that  we  intend  ba- 
sically to  meet  the  requirements,  give  adequate  training  to  the  staff, 
also  consider  the  possibility  the  chairman  has  raised  in  moving  people 
out  into  the  field  by  the  end  of  March  of  this  year.  We  do  expect, 
however,  because  of  the  sensitivity  of  the  past  problems,  a  few  law 
suits,  but  we  continue  to  move  ahead  anyway. 

Mr.  Carter.  When  does  the  Department  expect  to  complete  their 
regulations  ? 

Mr.  Champion.  We  have  a  schedule  which  we  have  appended.  I 
think  the  basic  regulations  will  all  be  out  by  June,  is  that  correct? 
Mr.  Carter.  Why  is  it  taking  so  long? 

Mr.  Champion.  In  effect,  part  of  the  discussion  we  had  with  re- 
spect to  the  national  health  guidelines,  not  very  much  progress  had 
been  made  before  we  took  this  job.  As  we  get  into  these  questions 
specifically,  and  as  the  ones  that  you  have  just  seen,  we  have  gone 
through  so  many  new  questions,  so  much  consultation,  the  more  con- 
sultation and  the  more  attempt  to  achieve  concensus  the  longer  it 
takes.  We  are  committed  to  not  letting  that  process  become  endless 
as  it  had  seemed  to  be  until  this  year,  but  to  bring  the  questions  to 
a  head  and  try  to  deal  with  them. 

When  we  came  into  the  Department  nothing  had  been  done  and 
they  had  had  this  before  them  for  2  years.  We  in  effect  started  all 
over  again  this  year. 
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Mr.  Carter.  I  notice  that  you  are  changing  the  formula  for  repre- 
sentation on  the  HSA  Board,  I  believe,  from  51  percent  consumers  to 
57  percent  consumers.  Is  that  correct? 

Mr.  Champion.  Maintain  the  

Mr.  Carter.  I  thought  the  present  law  was  51-49. 

Mr.  Champion.  We  have  said  maintain  a  majority  of  consumers 
without  counting  the  public  officials.  That  is  the  proposal. 

Mr.  Carter.  The  public  officials  would  be  considered  as  part  of  the 
provider  share,  is  that  correct  ? 

Mr.  Champion.  No,  they  would  be  a  separate  category. 

Mr.  Carter.  Twenty-five  percent? 

Mr.  Champion.  Twenty-five  percent. 

Mr.  Carter.  All  right.  What  would  the  other  percentages  be  then? 

Mr.  Champion.  That  would  mean  if  the  majority  consisted  of  51, 
I  think  the  current  majority  consists  of  53  but  it  would  be  somewhere 
between  20  and  25  percent  providers  under  our  proposal. 

Mr.  Carter.  You  would  take  the  providers  down  to  23  to  25  percent 
of  the  total? 

Mr.  Champion.  That  is  correct. 

,Mr.  Carter.  We  do  have  complaints  throughout  the  entire  country 
that  there  has  not  been  adequate  representation  of  MD's  and  dentists. 
1  think  that  they  should  both  be  represented. 

Now  something  was  mentioned  about  national  health  insurance  and 
the  basis  for  it.  Actually  I  believe  that  90  percent  of  the  physicians 
and  dentists  and  OD's  in  this  country  would  provide  such  services 
as  happened  to  be  necessary  to  any  person  who  came  to  their  offices 
or  clinics,  and  personally  I  would  not  be  adverse  to  seeing  that  those 
who  received  public  funds  be  so  required. 

Furthermore,  I  believe  that  the  profession  feels  that  everyone  under 
the  poverty  level  should  be  taken  care  of  and  that  in  case  of  catas- 
trophic illnesses,  if  medical  payments  in  the  case  of  one  person  reaches 
$1,500  or  in  the  case  of  a  couple  goes  to  $2,000,  then  the  Government 
should  take  over.  Those  who  are  employed  could  be  insured  by  their 
employers  and  those  who  are  self-employed  could  buy  into  this  insur- 
ance proposal.  Employers  who  are  marginal  could  be  assisted  by  the 
Federal  Government  in  this  program. 

Why  is  it,  Mr.  Champion,  that  you  have  not  gone  ahead  with  such 
a  program  as  this  to  provide  assistance  to  poor  people  all  over  this 
country  ?  I  mean  health  assistance,  medical  attention  for  them  ?  Why 
is  it  you  delay  on  this  national  health  insurance  plan?  We  were  prom- 
ised, we  were  told  that  we  would  have  some  such  plan  last  year.  Last 
year  has  come  and  gone  and  now  we  are  told  that  such  plan  will  not 
be  forthcoming  this  year.  When  will  it  be  forthcoming? 

Mr.  Champion.  Dr.  Carter,  we  did  not — by  "we"  I  mean  the  ad- 
ministration— we  did  not  say  that  we  would  have  a  national  health 
program  last  year.  We  did  say  we  will  have  one  this  year.  We  will 
have  one  this  year.  There  will  be  a  set  of  principles  announced  early 
this  spring  and  there  will  be  legislation  coming  to  the  Congress,  and 
that  comports  with  Avhat  the  administration  has  promised  in  this  field. 

Mr.  Carter.  Is  that  statement  correct  about  last  year  or  not? 
Weren't  we  told  that? 

It  is  my  understanding  that  the  people  were  told  that  last  year. 

Mr.  Champion.  Dr.  Carter,  that  is  not  my  recollection. 


105 

Mr.  Carter.  It  seems  to  me  that  it  was  part  of  a  certain  party's 
platform. 
Thank  you. 

Mr.  Champion.  They  don't  write  many  dates  in  platforms,  sir. 
Mr.  Carter.  Thank  you,  Mr.  Chairman. 
Mr.  KoGERS.  Mr.  Satterfield. 

Mr.  Satterfield.  Mr.  Chairman,  I  would  like  to  continue  the  line 
of  questioning  that  I  was  involved  in  earlier. 

I  made  a  statement,  or  asked  a  question  at  least,  didn't  HEW  really 
have  final  say  so  and  approval  of  the  State  plan  and  you  answered  no. 
I  think  teclihically  you  are  correct. 

Let  me  now  go  back  to  what  I  was  talking  about.  If  I  read  this 
statute  right,  under  section  1515  you  enter  into  a  contract  w^ith  an 
HSA  and  if  I  read  correctly  subsection  C(l)  (b)  the  Secretary  has 
a  right  to  terminate  that  contract  whenever  he  determines  that  the 
entity  is  not  complying  with  or  effectively  carrying  out  the  provi- 
sions of  the  agreement.  It  provides  that  a  part  of  the  conditions  of 
that  agreement  be  those  functions  of  an  HSA  that  are  spelled  out  in 
section  1513. 

Now  I  would  like  to  ask  this  question.  If  you  revoke  the  contract 
of  an  HSA,  what  happens  then?  Do  you  go  about  bringing  a  neAv 
HSA  into  being  and  recognizing  it  ? 

Mr.  Champion.  That  would  be  the  normal  process. 

Mr.  Satterfield.  I  go  back  to  my  original  question  and  the  point 
that  if  an  HSA  does  not  come  up  with  a  plan  fully  comporting  w^ith 
the  requirements  of  the  guidelines,  the  Secretary  does  then  have  the 
right  to  terminate  his  agreement  with  that  HSA  and  put  another  one 
in  place,  does  he  not? 

Mr.  Champion.  Yes,  but  those  are  not  the  only  considerations. 

Mr.  Satterfield.  I  know  they  are  not  the  only  considerations. 

Mr.  Champion.  He  has  the  right  under  the  statute  to  terminate. 
These  are  the  guidelines,  they  are  not  directives.  It  does  not  say  that 
in  order  to  meet  those  requirements,  they  have  to  do  everything  that 
those  guidelines  set  forth. 

Mr.  Satterfield.  Don't  those  guidelines  say  that  the  HSA  shall  in- 
corporate them  Avithin  its  plan  within  a  period  of  1  year,  and  don't 
they  also  say  that  the  plans  have  to  be  in  place  and  be  performed  in 
a  period  of  an  additional  4  years  ? 

Mr.  Champion.  The  guidelines  say  they  have  to  take  account  of 
them  in  their  plans,  after  looking  at  these  guidelines,  and  the  bench- 
marks they  set  forth,  beginning  with  plans  written  1  year  after  their 
promulgation.  These  are  not  directives,  they  do  not  have  to  be  put  in. 
There  are  all  kinds  of  permissions  for  adjustments  and  judgment  by 
the  HSA's  and  we  are  looking  at  their  general  performance,  not  the 
specific. 

Mr.  Satterfield.  If  the  Secretary  concludes  that  they  are  not  con- 
forming with  those  guidelines,  he  has  the  right  to  terminate  the 
agreement  and  appoint  a  new  HSA,  and  I  think  that  that  power 
speaks  for  itself. 

Mr.  Champion.  There  is  nothing  that  says  that  that  is  the  only 
consideration  or  that  he  would  do  that. 

Mr.  Satterfield.  There  is  nothing  that  says  he  cannot  do  that 
either,  is  there? 
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Mr.  Champion.  There  is  not. 

Mr.  Satterfield.  When  I  asked  the  question  about  cost  control  and 
limiting  the  revenues  of  facilities,  you  said  under  the  Act  you  did 
not  believe  you  had  the  right  to  do  that  but  you  thought  the  way  to 
do  it  would  be  to  issue  guidelines.  My  question  is  that  if  you  issue 
guidelines  including  provisions  contained  in  the  Hospital  Cost  Con- 
tainment bill  and  an  HSA  refuses  to  comply  with  those  guidelines  to 
the  satisfaction  of  the  Secretary,  the  Secretary  can  terminate  the  con- 
tract with  that  HSA  and  go  about  recognizing  another  one  and  do 
this  ad  infinitum  until  he  gets  one  that  satisfies  him,  is  that  not  cor- 
rect ?  Can  he  not  do  that  under  this  act  ? 

Mr.  Champion.  I  think  that  is  theoretically  possible,  although  I 
think  under  my  understanding  of  the  act  as  it  is  written  that  the 
Secretary  would  be  going  beyond  the  intention  of  this  act.  Therefore, 
while  it  may  theoretically,  by  some  series  of  constructs  be  possible, 
I  don't  think  that  that  result  would  be — 

Mr.  Satterfield.  Could  you  point  out  the  language  in  that  act 
that  would  indicate  that  this  would  be  going  beyond  the  intent  of 
the  act? 

Mr.  Champion.  No,  not  specifically.  I  don't  think  the  act  takes  ac- 
count of  all  hypotheses. 

Mr.  Satterfield.  I  am  not  concerned  about  what  is  likely  to  hap- 
pen. I  am  very  concerned  in  drafting  legislation  about  what  may 
possibly  be  done  and  in  that  sense  this  act  bothers  me. 

I  would  like  to  ask  another  question  in  connection  with  that  point. 
You  made  a  recommend  in  your  statement  on  page  19  that  in  order 
to  improve  the  situation  that  you  "would  require  the  Governor  to 
formally  approve  that  plan  after  it  has  been  developed  and  revised 
by  the  SHPDA  and  the  SHCC."  I  am  not  really  sure  what  you  mean 
there.  Are  you  saying  that  the  Governor  has  to  approve  it  or  would 
the  Governor  have  a  right  not  to  approve  it? 

Mr.  Champion.  The  Governor  has  a  right  not  to  approve  it,  to  send 
it  back.  In  effect  he  does  not  change  a  provision,  it  is  just  that  he 
approves  the  overall  act. 

Mr.  Satterfield.  What  is  the  reason  or  bringing  the  Governor  per- 
sonally into  this  process  ? 

Mr.  Champion.  If  there  is  something  that  he  finds  unsatisfactory, 
he  could  send  it  back  for  further  discussion  to  a  State  health  coordi- 
nating council  to  work  out. 

Mr.  Satterfield.  Isn't  it  also  designed  to  give  the  Secretary  a  little 
bit  more  leverage  over  the  Governor? 

Mr.  Champion.  No.  As  a  matter  of  fact,  this  request  came  from  the 
National  Governors  Council. 

Mr.  Satterfield.  Let  me  go  a  little  further  on  that.  On  local  par- 
ticipation you  want  25  percent  of  the  HSA  governing  body  to  be 
made  up  of  local  elected  officials.  Why? 

Mr.  Champion.  Basically  because  we  found  that  where  you  work 
well  with  local  and  State  elected  officials  you  represent  all  of  the 
people  in  that  area  rather  than  specific  providers;  even  the  way  in 
which  consumers  have  been  chosen,  often  is  not  sufficient  to  brins^  into 
the  board  an  element  that  puts  it  on  a  realistic  basis  in  the  local  com- 
munity. 


107 


Mr.  Satterfield.  Isn't  it  a  fact  that  the  proposals  you  have  made 
and  are  making  to  close  facilities,  and  to  require  certiffcates-of-need 
for  all  new  facilities  will  require  State  and  local  legislation  for  im- 
plementation ? 

Mr.  Champion.  That  is  why  we  think  that  recomendations  that 
come  from  a  group  of  substantial  local  officials  will  carry  real  weight 
when  those  decisions  are  made  at  other  levels  of  government. 

Mr.  Satterfield.  Wouldn't  the  converse  also  be  true,  that  since  you 
have  25  percent  of  the  governing  body  made  up  of  elected  officials 
and  since  the  Secretary  has  ultimate  control  of  the  approval  of  the 
plan  or  the  termination  of  the  contract  with  that  HSA — does  this 
not  deliver  to  the  Secretary  of  HEW  a  degree  of  control  or  undue 
influence  over  local  elected  officials? 

Mr.  Champion.  I  would  not  agree. 

Mr.  Satterfield.  Well  

Mr.  Champion.  The  local  elected  officials  of  counties  and  others 
have  asked  for  this.  We  already  have  15  percent.  We  are  talking  about 
a  change  to  25  percent. 

Mr.  Satterfield.  Dr.  Carter  brought  up  a  question  about  HMO's 
and  I  would  like  to  pursue  that  for  a  moment.  The  hospital  cost  con- 
tainment that  is  presently  approved,  those  hospital  facilities  that 
participate  basicallv  in  HMO's  are  exempted  from  its  provisions  both 
as  to  limitation  of  revenues  and  limitation  on  county  construction 
money,  am  I  correct? 

Mr.  Champion.  That  is  correct. 

Mr.  Satterfield.  Now  you  come  along  and  suggest  on  page  18  that 
you  want  to  exempt  HMO's  from  the  current  provisions  dealing  with 
certificate-of-need  requirements,  and  I  wonder  why. 

Mr.  Champion.  In  establishing  an  HMO  it  is  now  required  that 
they  meet  certificate-of-need.  You  could  establish  another  service  such 
as  a  group  practice,  without  getting  a  certificate-of-need.  It  is  an 
added  requirement  now  on  an  HMO.  We  are  simply  asking  in  this 
case  that  HMO's  be  brought  into  the  same  posture  as  anybody  else. 

Mr.  Satterfield.  If  you  stop  right  there,  I  would  agree  with  you 
but  you  go  on  to  say  you  would  promulgate  regulations  to  limit  plan- 
ning agencies'  review  of  HMO  construction  projects.  Now  when  you 
put  those  two  proposals  together  you  have  a  horse  of  another  color. 

Mr.  Champion.  The  second  part  has  to  do  with  which  criteria  are 
appropriate  for  HMO's.  They  come  into  a  scene  which  is  already  set 
in  effect  and  they  need  facilities.  We  would  hope  that  they  could  get 
those  facilities  through  bargaining  for  excess  capacity  in  the  present 
system  but  we  would  not  like  to  see  HMO's  be  in  the  posture  that  in 
elffect  they  can  be  shut  out  by  the  present  system  without  having 
appropriate  facilities,  and,  therefore,  we  think  we  need  some  special 
recognition  of  their  special  problems. 

Mr.  Satterfield.  How  would  HMO  facilities  then  fit  into  your 
guidelines?  You  are  saying  that  you  should  have  a  certain  number 
of  beds  for  a  certain  population.  You  are  saying  to  the  HSA's  that 
they  are  going  to  have  to  close  down  beds  and  facilities  to  reach  that 
level  and  that  no  new  facilities  can  be  brought  on  line  unless  that 
level  is  maintained,  but  any  facility  connected  with  an  HMO,  whether 
it  be  a  hospital  or  something  else,  the  Secretary  can  decide  to  build 
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it  where  he  wants  and  when  and  why.  If  he  does,  does  this  not  figure 
into  the  guideline  requirement  of  four  beds  per  1,000  population 
and  isn't  that  going  to  force  the  HSA  to  close  down  more  beds  in 
other  hospitals  ? 

Mr.  Champion!  We  have  asked  the  HSA's  to  give  consideration, 
we  have  not  asked  that  they  be  removed  from  the  process. 

Mr.  Satterfield.  I  think  you  are  removing  them  from  the  process 
when  you  give  them  the  right  to  build  new  facilities.  I  don't  know 
why  the  new  hospital  as  part  of  an  HMO  should  be  treated  any  dif- 
ferently. If  you  are  going  to  limit  the  beds  to  four  per  1,000,  why 
remove  a  hospital  that  is  going  to  be  a  part  of  an  HMO  ? 

Mr.  Champion.  Let  me  give  you  an  example.  We  have  in  the  Dis- 
trict of  Columbia  efforts  by  an  HMO  to  acquire  excess  capacity  to 
use  for  their  purposes.  The  system  is  not  yielding  that  excess  capac- 
ity to  them  and  we  think  special  leverage  is  needed  to  get  that  done. 

Mr.  Satterfield.  Why? 

Mr.  Champion.  Because  we  think  HMO's  are  not  only  good  quality 
but  cost  effective  and  the  Congress  has  passed  legislation  which  indi- 
cates the  same  belief. 

Mr.  Satterfield.  I  conceive  then  

Mr.  Champion.  We  don't  believe  they  should  be  shut  out  by  a  local 
planning  process. 

Mr.  Satterfield.  What  you  are  saying  then  is  that  under  the  guide- 
lines you  have  and  under  the  health  plans  now  in  place  and  as  you 
have  suggested  be  amended  that  we  are  going  to  gradually  shut  down 
hospitals  already  in  existence  and  the  Goyernraent  will  cgme  in  and 
finance  HMO  facilities  which  in  time  are  going  to  replace  everything 
we  have  today.  Isn't  that  what  is  going  to  happen  ? 

Mr.  Champion.  No. 

Mr.  Satterfield.  It  can  happen. 

Mr.  Champion.  Theoretically  almost  anything  can  happen  but  that 
could  not  in  my  judgment  practically  happen. 

Mr.  Satterfield.  Is  it  not  a  fact  that  the  HMO  is  the  preferred 
system  in  HEW  to  replace  the  present  health  delivery  system  ?  Isn't 
that  a  fact? 

Mr.  Champion.  They  would  have  to  play  a  much  more  prominent 
role. 

Mr.  Satterfield.  I  suspect  it  is  much  more  than  a  prominent  role 
and  I  suspect  that  these  proposals  you  are  making  are  going  to  enable 
it  to  take  over,  and  I  think  we  should  be  cautious  and  careful  about 
that. 

Thank  you,  Mr.  Chairman. 
Mr.  EoGERS.  Mr.  Florio. 

Mr.  Florio.  Mr.  Champion,  now  the  dilemma  is  that  all  the  an- 
swers you  gave  to  Mr.  Sattereld  to  make  him  less  apprehensive 
make  me  more  apprehensive. 

I  think  it  is  more  than  just  to  acknowledge  the  fact  that  you  are 
attempting  to  tilt  toward  HMO's.  I  agree  with  it  but  I  can  under- 
stand that  some  would  not  agree  with  it. 

Mr.  Champion.  I  think  I  said  that. 

Mr.  Florio.  The  fact  is  when  you  acknowledge  that  the  Governor 
is  going  to  play  a  more  significant  role,  I  think  it  is  important  to 
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be  candid  and  say  that  you  are  giving  the  Governor  veto  power 
over  particular  plans.  The  expectation  is  that  the  Governor  will 
make  his  reasons  for  vetoing,  so  to  speak,  public  with  the  implica- 
tion that  the  HSA's  will  then  respond  in  a  meaningful  way  to  the 
reasons  that  are  put  forth  for  the  veto,  again  with  the  expectation 
that  the  Governor  rightly  or  wrongly  in  charge  of  an  entire  area — 
that  is  the  State — is  going  to  have  a  different  perspective  than  per- 
haps the  HSA. 

My  difficulty  with  the  25  percent  local  input  is  that  you  almost 
are  building  conflict  into  the  system  and  this  system  does  not  need 
more  conflict.  What  you  are  doing  is  giving  local  officials,  who  have 
more  to  say  about  what  happens  at  the  local  area,  an  inclination  to 
be  somewhat  provincial,  and  then  saying  that  we  are  going  to  push 
it  up  to  an  authority,  in  this  case  the  Governor,  who  we  expect  will 
not  be  as  provincial  and  will  think  on  a  more  area-wide  basis.  You 
are  building  in  a  sense  a  conflict  that  I  don't  think  is  needed. 

Mr.  Champiox.  Well,  there  are  very  many  different  local  and 
State  situations  in  this  country.  That  is  not  the  intention.  It  is  our 
belief  that  in  many  places  the  counties  have  at  least  as  much  incen- 
tive and  in  some  cases  more  to  try  to  work  out  cost  containment. 

If  you  look  at  a  place  like  Los  Angeles,  for  instance,  which  has 
in  excess  of  $50  million  a  year,  the  county  in  that  case  is  a  very 
important  element  in  persuading  the  State  toward  effective  cost 
containment.  I  concede  that  almost  any  solution,  any  percentages  you 
may  allocate,  would  have  somewhat  different  effects.  It  is  our  judg- 
ment on  the  whole  that  the  15  percent  has  been  useful  and  that 
some  more  might  be  more  useful. 

I  would  not  argue  that  that  is  a  universally  applicable  notion, 
but  there  is  no  leeway  given  to  many  special  local  circumstances. 

Mr.  Florio.  Unless  we  over  glorify  the  business  community  at 
the  local  area. 

Let  me  give  you  an  example.  In  my  own  area,  it  is  a  very  impor- 
tant part  of  the  need  to  enact  antigun  bill  legislation  as  a  part  of  the 
whole  safety  health  protection,  I  think  this  is  just  sort  of  a  tortured 
approach  in  terms  of  health.  I  don't  think  that  should  be  contin- 
gent upon  gun  control  legislation  being  adopted  by  the  State.  There 
is  a  need  for  a  higher  opportunity  to  review  what  is  important  and 
is  not  important. 

I  would  not  want  to  see  you  proceed  in  the  way  you  proceeded  in 
your  responses  to  Mr.  Satterfield  by  diminishing  the  significance  of 
national  guidelines,  and  in  some  way  not  giving  the  Governor  the 
appropriate  authority.  That  is  what  the  Governor  should  have  to 
look  at.  things  from  something  more  than  just  the  local  level. 

The  HSA  concept  is  good,  the  consumer  input  is  necessary,  but 
we  cannot  very  well  write  in  stone  the  fact  that  the  local  HSA's  are 
always  going  to  respond  in  the  most  cost  effective  way  possible  be- 
cause that  has  just  not  been  the  experience  up  to  this  point. 

Mr.  Champiox.  Mr.  Florio.  I  did  not  in  any  of  my  responses  to 
Mr.  Satterfield  change  one  bit  our  recommendations.  Our  recom- 
mendations are  as  we  presented  them  to  you  today.  The  fact  is  that 
we  don't  think  that  there  is  any  special  wisdom  at  any  level  of 
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government — county,  State,  or  Federal.  Our  proposals  are  based  in 
an  attempt  to  balance  those  not  only  in  terms  of  the  way  in  which 
they  are  formulated  but  in  the  way  that  engages  all  of  those  ele- 
ments of  government  in  carrying  them  out  because  we  are  here  talk- 
ing only  about  a  planning  process.  Unless  that  planning  process 
conforms  to  what  can  actually  be  done,  then  it  is  not  going  to  serve 
us  very  well. 

I  hold  no  special  brief  for  our  particular  approach.  We  think  that 
these  percentages  are  appropriate,  but  their  purpose  is  simply  to 
balance  the  Federal,  State,  and  local  levels  to  bring  them  together 
to  have  an  effective  planning  process  which  stands  a  good  chance  of 
actually  being  carried  out. 

I  hope  that  nothing  that  I  said  to  Mr.  Satterfield  would  indicate 
that  we  have  retreated  in  any  way  from  that  attempt;  we  have  not. 

Mr.  Florio.  Thank  you. 

Mr.  Rogers.  Let  me  just  ask  one  qu^^^on  and  Dr.  Carter  has  two. 

How  many  are  working  on  the  national  guidelines,  any  more 
than  the  two  people  that  we  had  befoi^e? 

Mr.  Champion.  At  one  point  most  of  the  Department,  Mr.  Chair- 
man. 

I  will  let  Dr.  Foley  answer  in  more  detail. 
Mr.  Rogers.  All  right. 

Dr.  Foley.  Mr.  Chairman,  we  have  more  than  two  persons.  We 
have  the  whole  Bureau^  engaged  in  a  functional  sense.  In  my  office, 
three  people  are  involved  as  are  other  parts  of  the  Department.  We 
hav  a  task  force  that  is  cochaired  by  myself  and  a  special  assistant 
to  the  Under  Secretary,  Mr.  Corbett,  tnat  involves  approximately 
20  people. 

Mr.  Rogers.  Set  forth  for  us  in  the  record  exactly  the  setup  there 
and  who  they  are. 
Dr.  Foley.  I  would  be  glad  to. 

[The  following  material  was  received  for  the  record :] 

Health  Resources  Administration  Staff 

In  addition  to  Health  Resources  Administration  staff,  there  are  currently 
four  individuals  detailed  from  other  Public  Health  Service  agencies  working 
on  a  full-time  basis  on  the  development  of  the  National  Guidelines  for  Health 
Planning.  The  individuals  working  on  a  full-time  basis  are  listed  below : 

HRA — Robert  Hutchings,  Laurel  Shannon,  and  John  Bjerke. 

ASH — Peter  Solomon. 

ADAMHA — John  Biedenkapp. 

CDC— Cal  Jackson. 

HSA — Rosemary  Kerle. 

These  individuals  are  working  under  the  direction  of  Daniel  Zwick,  an  Asso- 
ciate Administrator  of  the  Health  Resources  Administration,  who  is  devoting 
the  largest  portion  of  his  time  to  this  activity.  Supporting  professional  and 
secretarial  assistance  is  being  provided  by  the  respective  Agencies.  Staff  of  the 
Bureau  of  Health  Planning  and  Resources  Development  have  also  contributed 
to  the  development  of  the  Guidelines. 

In  addition,  a  recently  established  Task  Force  on  Health  Planning,  co- 
chaired  by  Dr.  Henry  A.  Foley,  Administrator  of  the  Health  Resources  Admin- 
istration and  Mr.  Leo  Corbett,  Executive  Assistant  to  the  Under  Secretary, 
and  including  members  from  various  components  of  the  Department,  provides 
general  policy  advice  on  the  health  planning  activities,  including  advice  on  the 
National  Guidelines  or  Health  Planning. 
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Mr.  KoGERS.  Dr.  Carter. 

Mr.  Carter.  Mr.  Chairman,  I  ask  Mr.  Champion  how  many  excess 
beds  do  we  have  in  the  District  of  Columbia? 

Mr.  Champion.  I  don't  know  that  number.  I  will  be  glad  to  pro- 
vide that  for  the  record,  Dr.  Carter. 

Mr.  Carter.  Do  you  have  an  estimate  or  a  guesstimate? 

Mr.  Champion.  I  don't  have 

Mr.  Carter.  Is  there  anyone  in  this  group  ? 

Mr.  Champion.  The  rough  estimate  is  several  hundred. 

Mr.  Carter.  Several  hundred.  And  they  are  costing  us  how  much 
each  year— $30,000  for  each  empty  bed? 

Mr.  Champion.  Our  minimum  is  $20,000.  It  may  very  well  be 
more  than  that. 

Mr.  Carter.  I  believe  $25,000  to  $30,000;  $30,000  is  easily  ac- 
cepted. 

You  would  take  these  excess  beds  in  this  case  and  convert  them 
into  HMO's,  is  that  correct? 

Mr.  Champion.  Well,  some  of  them  we  would  like  to  see  go  to 
support  HMO's,  yes.  I  don't  think  it  would  take  them  all. 

Mr.  Carter.  Actually  you  want  to  retire  excess  beds  in  other  areas 
even  if  you  have  to  pay  for  them,  is  that  not  correct? 

Mr.  Champion.  Yes. 

Mr.  Carter.  You  are  following  a  different  policy  here. 

Mr.  Champion.  We  would  like  to  see  some  closed  here  as  well. 

Mr.  Carter.  Getting  the  Governor  in  this,  even  though  an  HSA 
decides  and  the  Statewide  Health  Coordinating  Council  goes  along 
with  a  decision  on  the  location  of  a  hospital  in  a  certain  area  or 
the  placement  of  a  CAT  scanner  in  a  certain  area,  when  the  plan 
comes  up  to  the  Governor  he  can  veto  that  plan,  according  to  your 
proposal,  is  that  correct? 

Mr.  Champion.  Yes.  Actually  the  word  is  that  he  can  refuse  to 
approve,  which  means  it  goes  back  for  review. 

Mr.  Carter.  Refuse  to  approve.  That  means  that  he  can  locate 
hospitals  or  CAT  scanners  wherever  he  wants  them  throughout 
the  State? 

Mr.  Champion.  No;  it  does  not  give  him  the  authority. 

Mr.  Carter.  Well,  he  can  refuse  and  he  can  refuse  until  he  gets 
what  he  wants,  is  that  it  ?  If  he  does  not  get  what  he  wants,  he  can 
refuse. 

Mr.  Champion.  Yes. 

Mr.  Carter.  Why  not  leave  this  up  to  the  people,  let  them  make 
the  decision? 

Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  I  believe  that  concludes  the  questioning  this  morning. 
Thank  you  for  being  here  with  all  of  your  associates.  We  will  be  in 
contact  as  we  proceed  to  get  perhaps  additional  information. 

The  committee  has  additional  witnesses  so  we  will  recess  the  com- 
mittee until  1 :30  this  afternoon. 

Thank  you  for  your  presence. 

Mr.  Champion.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  12 :10  p.m.  the  subcommittee  recessed,  to  recon- 
vene at  1:30  p.m.] 
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AFTER  RECESS 

[The  subcommittee  reconvened  at  1 :45  p.m.,  Hon.  Paul  G.  Rogers, 
chairman,  presiding.] 

Mr.  Rogers.  The  Subcommittee  on  Health  and  the  Environment 
will  continue  its  hearings  on  H.R.  10460,  Health  Planning  and  Re- 
sources Development  Amendments  of  1978. 

The  next  witnesses  will  be  from  the  General  Accounting  Office: 
Mr.  James  D.  Martin,  Deputy  Director,  Human  Resources  Division, 
accompanied  by  Mr.  Carl  Fenstermaker,  Assistant  Director,  Human 
Resources  Division,  and  Mr.  William  Gerkens,  Supervisor,  Auditor, 
Human  Resources  Division. 

We  welcome  you  gentlemen  to  the  committee.  We  are  pleased  to 
have  you. 

Your  statement  will  be  made  a  part  of  the  record  in  full  [see  p. 
115] ,  you  may  proceed  as  you  desire. 

STATEMENT  OF  JAMES  D.  MARTIN,  DEPUTY  DIRECTOR,  HUMAN 
RESOURCES  DIVISION,  GENERAL  ACCOUNTING  OFFICE,  ACCOM- 
PANIED BY  CARL  FENSTERMAKER,  ASSISTANT  DIRECTOR;  AND 
WILLIAM  GERKENS,  SUPERVISOR,  AUDITOR 

Mr.  Martin.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  It  would  be  helpful  if  you  can  highlight  the  major 
points. 

Mr.  Martin.  Yes,  sir.  We  will  do  that. 
Thank  you  very  much. 

We  are  pleased  to  be  here  today  to  discuss  some  of  the  problems 
we  have  identified  in  the  implementation  of  the  National  Health 
Planning  and  Resources  Development  Act  of  1974. 

The  organizational  structures,  health  systems  agencies.  State 
health  planning  agencies,  statewide  coordinating  councils,  and  re- 
gional centers  for  health  planning  are  in  place  and  operating 
throughout  the  country.  A  number  of  problems,  however,  need  to 
be  overcome  before  these  organizations  will  have  a  significant  im- 
pact on  the  rising  cost  of  health  care  and  the  need  for  improved 
accessibility  to  quality  care. 

HRA's  Bureau  of  Health  Planning  and  Resources  Development 
must  act  to  finalize  regulations  and  provide  adequate  guidance  to 
the  HEW  regional  offices  as  quickly  as  possible.  Delays  in  provid- 
ing instructions  to  the  regions  resulted  in  decisions  being  made  re- 
garding the  implementation  of  the  health  planning  act  which  ap- 
pear to  be  inconsistent  with  initial  Bureau  guidelines.  Moreover, 
these  delays  also  may  have  caused  inconsistent  implementation  of 
the  planning  program  throughout  the  country. 

The  organizational  problems  experienced  by  the  Bureau  need  to 
be  remedied  as  soon  as  possible  to  insure  the  orderly  implementation 
of  the  health  planning  program. 

The  large  amount  of  litigation  regarding  the  act  has  tied  up  Bu- 
reau personnel  and  resources  and  has  been  responsible  for  some  of 
the  delay  in  implementing  the  health  planning  program.  Resolution 
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of  the  various  legal  challenges  to  the  act  and  the  way  it  is  being 
implemented  could  have  a  significant  impact  on  the  program. 

Overall  there  appears  to  be  little  doubt  that  the  problems  expe- 
rienced by  the  Bureau  have  contributed  to  the  delay  in  implement- 
ing the  health  planning  program  and  has  delayed  the  time  period 
required  for  health  systems  agencies  to  achieve  full  designation  and 
become  fully  operational. 

The  health  systems  agencies  included  in  our  review  were  con- 
cerned, as  were  their  predecessor  local  comprehensive  health  plan- 
ning "B"  agencies,  with  the  availability  and  adequacy  of  data  on 
which  to  develop  a  health  systems  plan.  The  recent  legislation  re- 
garding sharing  of  PSRO  data  with  health  systems  agencies  should 
help  considerably. 

Health  systems  agencies  were  being  hampered  in  conducting  proj- 
ect review  because  of  a  lack  of  final  standards  or  criteria  on  which 
to  make  decisions.  HEW's  slowness  in  developing  guidelines  has 
delayed  the  preparation  of  health  systems  agencies'  plans.  In  our 
opinion,  national  standards  and  criteria  are  essential  to  the  orderly 
development  of  areawide  and  State  health  plans.  Such  standards 
should  be  finalized  as  soon  as  possible  so  that  agencies  can  use  them 
as  a  basis  for  developing  health  systems  plans  and  annual  imple- 
mentation plans. 

Concern  about  the  adequacy  of  salaries  and  whether  the  health 
planning  program  will  be  continued  has  hampered  health  systems 
agencies  in  their  ability  to  attract  qualified  staff.  The  job  faced  by 
the  agencies  is  at  best  a  difficult  one;  without  adequate  staff  it  may 
well  be  an  impossible  one. 

In  those  States  having  only  one  health  systems  agency  there  is 
obvious  confusion  over  the  agency's  responsibilities  as  opposed  to 
those  of  the  State  health  planning  agency.  This  situation  exists  in 
12  States.  We  see  no  need  for  having  a  State  health  planning  agency 
and  the  health  systems  agency  which  covers  the  entire  State. 

We  suggest  that  the  Congress  consider  expanding  the  provisions 
of  section  1536  of  the  act  to  allow  more  States  to  have  only  a  State 
health  planning  agency  and  require  that  there  be  a  minimum  of  at 
least  two  health  systems  agencies  in  all  other  States. 

In  passing  the  National  Health  Planning  and  Resources  Develop- 
ment Act  of  1974  the  Congress  did  not  provide  health  systems  agen- 
cies with  any  specific  authority  over  Federal  health  facilities.  Since 
these  facilities  are  an  important  part  of  our  national  health  re- 
sources and  serve  many  millions  of  persons,  it  is  difficult  for  agen- 
cies to  disregard  them.  If  the  health  planning  program  is  to  become 
the  vital  force  that  Congress  expects  it  to  become  and  have  a  major 
impact  on  containing  costs  and  improving  accessibility  to  health 
care,  then  we  believe  the  institutions  created  to  achieve  those  ob- 
jectives must  interact  with  all  parts  of  the  health  care  system.  To 
specifically  exclude  Federal  facilities  from  the  national  health  plan- 
ning program,  in  our  opinion,  is  to  seriously  impede  the  ability  of 
the  local  and  State  health  planning  agencies  to  carry  out  the  re- 
sponsibilities given  them  by  the  Congress. 

We  believe  that  Congress  should  consider  amending  the  act  to 
provide  for  health  systems  agency  and  State  health  planning  agency 
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reviews  of  proposed  projects  involving  Federal  health  facilities  and 
require  their  recommendations  regarding  the  appropriateness  of  the 
projects  be  sent  to  the  cognizant  Federal  agencies.  Federal  agencies  | 
should  be  required  to  provide  these  recommendations  along  with 
their  written  responses  to  any  congressional  committees  before  any 
decisions  are  made  to  authorize  and/or  fund  a  project. 

The  extent  to  which  health  systems  agencies  will  be  successful  is 
largely  dependent  upon  their  board  members  and  their  attitudes. 
Eecognizing  that  their  task  is  not  an  easy  one,  we  were  disappointed 
to  see  the  relatively  low  level  of  optimism  expressed  by  health  sys- 
tems agencies'  board  members  in  achieving  the  goals  spelled  out  in 
the  act.  In  some  respects,  board  members  seem  to  feel  they  are  faced 
with  impossible  and  sometimes  conflicting  objectives. 

If  health  systems  agencies  are  to  achieve  their  objectives,  they 
must  have  the  support  of  local  governments,  community  and  profes- 
sional groups,  private  health  care  providers,  and  various  others 
working  in  the  health  care  field.  As  could  be  expected,  this  support 
has  been  slow  in  developing  and  many  look  upon  the  health  planning 
agencies  with  distrust  and  suspicion.  We  believe  it  is  vital  for  agen- 
cies to  establish  their  credibility  in  the  health  care  field  as  soon  as 
possible.  The  longer  this  process  takes,  the  less  likely  success  will 
be  achieved.  Consequently,  we  believe  HEW  should  stress  the  im- 
portance of  each  health  systems  agency  developing  positive  rela- 
tionships with  all  who  are  active  in  the  health  care  field.  If  fear  and 
mistrust  can  be  successfully  overcome,  then  health  systems  agencies 
will  have  a  much  greater  chance  of  succeeding. 

Mr.  Chairman,  that  is  a  brief  summary  of  our  statement.  We  will 
be  happy  to  answer  any  questions  that  you  and  the  other  members 
of  the  subcommittee  may  have. 

[Testimony  resumes  on  p.  142.] 

[Mr.  Martins'  prepared  statement  follows:] 
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UNITED  STATES  GENERAL  ACCOUNTING  OFFICE 
WASHINGTON,   D.C.  20548 


STATEMENT  OF 
JAMES  D.   MARTIN,    DEPUTY  DIRECTOR 
HUMAN  RESOURCES  DIVISION 
BEFORE  THE 

SUBCOMMITTE  ON  HEALTH  AND  THE  ENVIRONMENT 
COMMITTEE  ON  INTERSTATE  AND  FOREIGN  COMMERCE 
HOUSE  OF  REPRESENTATIVES 
ON  THE 

IMPLEMENTATION  OF  THE  NATIONAL  HEALTH  PLANNING 
AND  RESOURCES  DEVELOPMENT  ACT  OF  1974 

Mr.  Chairman  and  Members  of  the  Subcommittee,  we  are 

r 

pleased  to  appear  here  today  to  discuss  some  of  the  problems 
we  have  identified  in  the  implementation  of  the  National  Health 
Planning  and  Resources  Development  Act  of  1974.     Our  testimony 
is  based  on  a  review  of  the  program  that  included  15  health 
systems  agencies,  11  State  health  planning  and  development 
agencies,  4  regional  centers  for  health  planning,  and  4  Depart- 
ment of  Health,  Education,  and  Welfare  (HEW)   regional  offices. 
Our  fieldwork  was  done  between  November  1976  and  June  1977, 
A  draft  report  on  the  review  is  currently  with  HEW  for  formal 
comments . 
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BACKGROUND 

On  January  4,  1975,  the  President  signed  into  law  the 
National  Health  Planning  and  Resources  Development  Act  of 
1^74r  Public  Law  93-641.     The  act  provides  for  the  develop- 
ment of  guidelines  for  national  health  planning;   the  estab- 
lishment of  areawide  and  State  health  planning  agencies  to 
deal  with  needed  planning  for  health  services,  manpower,  and 
facilities;  and  financial  assistance  for  the  development  of 
resources. 

The  act  builds  on  the  experiences  of  the  Hill-Burton, 
regional  medical ^  and  comprehensive  health  planning  programs 
and  seeks  to  combine  the  best  features  of  these  programs  into 
a  new  national  health  planning  and  resources  development 
effort. 

The  act  requires  that  the  country  be  divided  into  health 
service  areas  that  are  to  be  appropriate  for  the  effective 
planning  and  development  of  health  services.     Health  systems 
agencies,  also  called  areawide  agencies,  are  to  be  designated 
in  each  health  service  area  to  improve  the  health  status  of 
area  residents;   increase  the  accessibility,  continuity,  and 
quality  of  the  health  services  provided;   restrain  increases 
in  the  cost  of  providing  these  services;  and  prevent  unneces- 
sary duplication  of  health  resources.     Health  systems  agencies 
have  governing  boards  whose  membership  consists  of  consumers 
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providers,  and  government  officials^     Consumers  are  to  be  a 
majority  not  exceeding  60  percent  of  membership. 

State  health  planning  and  development  agencies  have 
overall  responsibility  for  the  health  planning  activities 
of  the  State.     State-wide  health  coordinating  councils, 
organizations  with  a  consumer  majority  and  consisting  of 
representataives  of  health  systems  agencies  in  the  State  and 
others  nominated  by  the  Governor,  advise  the  State ■ planning 
agency  in-  carrying  out  its  functions. 

To  assist  HEW  in  carrying  out  the  provisions  of  the  act, 
the  act-  requires  that  centers  for  health  planning  be  estab- 
lished.   The  purpose  of  these  centers  is  to  provide  technical 
and  consulting  assistance  to  health  systems  agencies  and 
State  planning  agencies;  conduct  research,  studies,  and 
analyses  of  health  planning  and  resources  development;  and 
develop  health  planning  approaches,  methodologies,  policies, 
and  standards. 
STATUS  OF  IMPLEMENTATION 

Since  passage  of  the  act,  the  country  has  been  divided 
into  205  health  service  areas;  health  systems  agencies  have 
been  designated  in  all  areas;   all  State  planning  agencies  have 
been  designated  and  centers  for  health  planning  have  been 
established  in  each  of  the  10  HEW  regions. 

On  September  3,  1977,  HEW  published  proposed  national 
guidelines  for  health  planning  concerning  nine  different  types 
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of  health  services  and  facilities.    As  of  December  28,  1977, 
HEW  had  received  more  than  55,000  responses — mostly  from 
consumers — to  the  draft  guidelines.    Of  the  over  150  health 
systems  agencies  and  State  health  planning  agencies  that 
responded,  about  20  could  be  characterized  as  endorsing 
the  guidelines. 

An  analysis  of  responses  prepared  by  an  HEW  contractor 
showed  that  many  planning  agencies  expressed  similar  over- 
riding concerns  such  as: 

— the  guidelines,  by  imposing  nationwide  standards, 
would  inhibit  local  and  State  initiatives  and 
severely  limit  planning  activities? 
—the  guidelines  were  inflexible  and  arbitrary 
and  especially  did  not  consider  the  unique 
needs  of  rural  areas; 
— cost  containment  was  the  central  focus  of  the 
guidelines,  overshadowing  issues  such  as  accessi- 
bility to  and  quality  of  care;  and 
— the  implementation  periods  specified  in  the 

guidelines  were  unrealistic  because  local  mechanisms 
are  not  in  place. 

PROBLEMS  EXPERIENCED  BY  HEW 
IN  ADMINISTERING  THE  PROGRAM 

HEW  has  experienced  difficulty  in  providing  its  regional 

offices,  health  systems  agencies.  State  planning  agencies, 

and  State-wide  coordinating  councils  with  timely  regulations 
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and  guidelines  to  assist  them  in  implementing  the  health 
planning  provisions  of  the  act. 

As  of  January  1978,  only  two  of  eight  sets  of  regulations 
needed  by  local  and  State  health  planning  agencies  have  been 
finalized.     Also,  as  mentioned  earlier,  the  national  guidelines 
for  health  planning  have  not  been  finalized. 
Delays  have  been  due  primarily  to: 
— new  procedures  for  finalizing  regulations  insti- 
tuted by  the  former  Secretary  of  HEW.  These 
procedures  have  been  streamlined  by  the  current 
Secretary. 

— organizational  problems  caused  primarily  by 
combining  personnel  from  three  former  programs 
to  implement  the  act,  and 

— an  inordinate  amount  of  litigation  regarding  the 
act. 

As  a  result,  only  nine  health  systems  agencies  have  been 
able  to  develop  the  necessary  health  systems  plans  and  annual 
implementation  plans  required  for  full  designation  within  the 
originally  prescribed  2-year  conditional  designation  period. 
Recent  amendments  to  the  act  (Public  Law  95-215)  extended  the 
conditional  period  to  36  months. 


26-219  O  -  78  -  pt.  1  -  9 
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In  addition,  HEW  regional  offices  have  had  to  make 
policy  decisions  and  augment  guidance  provided  by  HEW  head- 
quarters, thus  creating  the  possibility  that  the  act  or 
parts  thereof  are  not  being  implemented  consistently  through 
out  the  country. 

For  example,  HEW's  Denver  Regional  Office  directed  the 
health  systems  agencies  in  its  region  to  use  an  approach 
that  is  not  consistent  with  guidelines  on  health  system  plan 
development  published  by  the  Health  Resources  Administration 
Bureau  of  Health  Planning  and  Resources  Development  in 
December  1976 — almost  2  years  after  the  act's  passage. 

While  the  regional  approach  to  plan  development  is 
similar  to  the  approach  in  the  Bureau  guidelines,  it  does 
differ  in  some  significant  respects.    The  Bureau  guidelines 
state  that  a  health  systems  agency's  plans  should  be  based 
on  an  assessment  of  the  health  status  of  the  population  in 
the  health  service  area  whereas  the  region's  approach  is  for 
a  health  systems  agency  to  develop  its  plans  based  on  an 
analysis  of  the  health  resources  in  the  area.    Also,  the 
Bureau  guidelines  require  that  the  plans  cover  the  entire 
system  of  health  services  and  attempt  to  establish  a  corre- 
lation between  the  health  status  of  area  residents  and  the 
results  of  the  health  planning  activity.     In  contrast,  the 
region's  approach  provides  for  a  health  systems  agency  to 
focus  its  initial  planning  efforts  on  the  review 
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of  capital  expenditures  at  the  tertiary  level  of  health  care- 
the  level  that  includes  highly  sophisticated  diagnostic  and 
therapeutic  procedures  such  a  complex  surgical  procedures  and 
x-ray,  cobalt,  and  radium  therapy.  "Using  this  approach,  data 
collection  and  analysis  is  limited  essentially  to  obtaining 
data  pertaining  to  the  tertiary  level  of  the  health  care 
system. 

According  to  a  regional  official  the  philosophy  behind 
the  region's  approach  is  that  if  health  systems  agencies  are 
successful  in  putting  a  "cap"  on  cost  increases  associated  wi 
tertiary  level  care,  the  funds  previously  flowing  to  this 
level  will  "filter  down"  to  the  primary  and  other  levels  of 
the  health  care  system.    The  official  acknowledged,  however, 
that  there  can  be  no  assurance  that  such  funds  would,  in 
fact,  find  their  way  to  the  other  levels  of  the  health  care 
system  where  they  may  be  most  needed. 

Each  of  the  three  other  regional  offices  we  visited  also 
found  it  necessary  to  augment  HEW  guidance,  but  to  a  lesser 
extent.    One  regional  official  told  us  that  the  Bureau  at 
times  took  5  to  6  months  to  respond  to  policy  questions 
raised  by  health  systems  agencies.     Because  the  Bureau  was 
not  responsive,  regional  officials  provided  verbal  guidance 
based  on  their  experience  with  other  programs.     One  HEW 
regional  official  told  us  that  the  act  is  probably  being 
implemented  in  a  different  way  in  each  of  HEW's  10  regions 
because  of  delays  in  receiving  guidance. 
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Organizational  problems 

To  implement  the  act,  HEW  formed  the  Bureau  of  Health 
Planning  and  Resources  Development  by  combining  the  person- 
nel of  three  programs  that  were  eliminated  as  a  result  of  the 
act's  passage — the  comprehensive  health  planning,  regional 
medical,  and  Hill-Burton  hospital  construction  programs. 
Combining  these  three  programs,  each  having  its  own  organiza- 
tional and  grade  level  structures,  has  resulted  in-  employee 
morale  and  dissatisfaction  problems,  employees  functioning 
without  approved  job  descriptions,  and  poor  communication 
among  the  various  offices  and  divisions  within  the  Bureau. 
These  problems  in  turn  have  contributed  to  the  delays  in 
developing  and  publishing  regulations  and  guidelines  needed 
by  health  systems  agencies  and  State  planning  agencies  to 
implement  the  act. 

A  December  17,  1975,  internal  report  prepared  by  a  task 
force  established  by  the  Administrator  of  HRA  stated  that 
divisions  and  offices  within  the  Bureau  were  operating  as 
relatively  autonomous  units,  were  not  coordinating  program  - 
operations,  and  that  some  persons  did  not  know  for  whom  they 
were  working.    The  report  quoted  one  manager  as  having 
received  no  delegation  of  authority  and  no  clear  definitions 
of  responsibility  either  for  himself  or  for  his  work  groups. 

The  Civil  Service  Commission  identified  several 
personnel  management  problems  during  a  review  of  HRA  in 
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January  1976.    The  Commission's  May  1976  report  stated  that 
"the  primary  cause  of  the  HRA's  position  management  problems 
lies  with  successive  reorganizations  in  which  obsolete  posi- 
tions from  abolished  functions  were  absorbed  intact  and 
encumbered  into  the  new  organization."    The  report  concluded 
that  HEW's  reluctance  to  use  reduction-in-f orce  procedures 
in  implementing  reorganizations  resulted  in  persons  whose 
functions  were  abolished  one  or  more  reorganizations  ago 
being  placed  at  their  same  grade  levels  in  other  organizations. 

The  Bureau  is  currently  authorized  eight  GS-15  positions. 
As  of  January  1978 r  about  3  years  since  the  Bureau  was  estab- 
lished, 16  GS-lSs  were  employed  by  the  Bureau.     In  addition, 
there  are  17  Bureau  staff  members  whose  job  descriptions  were 
not  consistent  with-  their  duties  and  who  had  no  specific 
positions  within  the  Bureau's  organization  since  it  was  estab- 
lished in  March  1975.    According  to  an  HEW  official,  posi- 
tions could  not  be  found  in  the  Bureau  for  these  persons 
because  they  had  little  or  no  experience  or  expertise  in 
health  planning. 

In  September  1977  the  Secretary  of  HEW  announced  a 
proposed  reorganization  of  the  Public  Health  Service  involving 
HRA.     According  to  an  HRA  official,  the  proposed  reorganiza- 
tion will  have  a  limited  impact  on  the  management  and  organi- 
zation problems  being  experienced  by  the  Bureau  of  Health 
Planning  and  Resources  Development.    Also,  we  were  advised 
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that  reduction-in-force  procedures  will  not  be  used  to  correct 

the  Bureau's  organizational  problems.     Instead,  HEW  plans  to 

use  its  special  employee  program  to  find  positions  for  persons 

whose  functions  have  been  abolished. 

The  development  of  timely  guidelines  and  regulations 

has  also  been  affected  by  21  law  suits  filed  concerning  the 

act.     Only  six  of  these  have  been  settled.     Staff  normally 

involved  in  the  regulation  development  process  have  been 

needed  to  deal  with  these  legal  challenges. 

PROBLEMS  THAT  NEED  TO  BE  OVERCOME 
BEFORE  ADEQUATE  AREAWIDE  AND  STATE 
HEALTH  PLANS  CAN  BE  DEVELOPED 

The  impact  of  areawide  health  systems  agencies  and  State 
health  planning  and  development  agencies  in  restraining 
increases  in  health  care  costs  and  improving  accessibiity 
to  health  services  cannot  be  determined  because  these  agencies 
have  been  in  existence  for  only  a  short  time.     The  impact  of 
these  agencies  in  accomplishing  these  two  goals  probably  will 
not  be  known  for  several  years  at  the  earliest. 

In  order  for  areawide  and  State  health  planning  agencies 
to  have  an  impact  on  the  health  care  system,  meaningful, 
specific,  and  thorough  areawide  and  State  health  plans  that 
are  supported  by  both  consumers  and  providers  as  well  as  local 
governmental  entitities  will  be  needed.    Without  such  plans 
and  support,  areawide  and  State  health  planning  agencies  will 
experience  serious  problems  in  achieving  the  goals  of  the  act. 
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At  the  time  of  our  fieldwork  areawide  and  State  planning 
agencies  were  limited  in  their  ability  to  develop  the  neces- 
sary quality  health  plans.     One  reason  for  this  is  that 
limited  useful  data  was  available  on  the  existing  health 
care  system  and  status  of  the  health  of  residents. 

All  of  the  15  health  systems  agencies  we  visited  were 
experiencing  some  degree  of  difficulty  in  obtaining  the  kinds 
of  data  necessary  to  develop  their  health  systems'  plan.  At 
the  time  of  our  fieldwork  data  sharing  relationships  between 
health  systems  agencies  and  Professional  Standards  Review 
Organizations  (PSROs)  were  uncertain.  In  some  cases  needed 
data  were  not  available,  current,  or  in  the  necessary  form. 

Also  while  most  of  the  health  systems  agencies  we  visited 
had  either  reached  data  sharing  agreements  with  PSROs  or  were 
in  the  process  of  developing  agreements,  officials  of  health 
systems  agencies  anticipated  problems  in  getting  useable  data 
from  PSROs  primarily  because  of  the  data  confidentiality  pro- 
vision contained  in  the  PSRO  enabling  legislation.     One  health 
systems  agency  had  already  been  refused  data  by  the  PSRO  in 
its  area. 

The  enactment  of  Public  Law  95-142  should  correct  problems 
that  health  systems  agencies  might  encounter  in  obtaining  data 
from  PSROs.     The  legislation  provides  that  PSROs  shall  provide 
aggregate  statistical  data  (without  identifying  any  individual) 
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reflecting  the  volume  and  frequency  of  services  as  a  means  to 
assist  health  planning  agencies. 

Another  problem  facing  areawide  and  State  planning 
agencies  at  the  time  of  our  fieldwork  was  the  lack  of  national 
standards  and  criteria  for  health  resources  and  services.  In 
order  for  health  systems  agencies  to  plan  for  efficient  and 
effective  health  delivery  systems  and  to  make  judgments  re- 
garding proposed  changes  to  the  system,  standards  and  criteria 
for  the  various  types  of  health  resources  and  services  are 
needed. 

Several  health  systems  agencies  we  visited  indicated  the 
need  for  national  standards  and  criteria.     One  health  systems 
agency  official  told  us  that  until  such  standards  and  criteria 
were  available,  they  would  not  engage  in  a  review  of  proposed 
health  services  because  such  review  in  the  absence  of  stan- 
dards and  criteria  could  lead  to  legal  actions  challenging 
the  basis  of  the  health  systems  agency's  decision.  According 
to  the  agency's  executive  director,  legal  actions  could  tie 
up  a  considerable  amount  of  the  agency's  resources. 

We  obtained  statistics  from  several  State  planning 
agencies  on  the  approval  rate  for  applications  for  new  insti- 
tutional services — new  health  faciity  construction  or  estab- 
lishment of  a  health  maintenance  organization  or  any  expen- 
diture by  an  institution  in  excess  of  $150,000.     The  approval 
rate  was  about  92  percent.     We  believe  that  one  reason  for 
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the  high  approval  rate  is  the  lack  of  standards  and  criteria 
on  which  to  evaluate  these  applications. 

The  need  for  timely  standards  and  criteria  is  particularly 
important  when  new  technology  is  developed.     For  example,  con- 
cern has  recently  been  expressed  about  the  number  of  computerized 
tomography  (CT)  scanners  being  acquired  throughout  the  country. 
CT  scanners  are  relatively  new  radiological  devices  that  are 
based  on  the  same  principles  as  conventional  x-ray  techniques 
but  collect  and  process  information  using  a  computer  to  trans- 
mit three  dimensional  "pictures'*  of  the  body.     In  the  absence 
of  standards  and  criteria,  health  systems  agencies  and  State 
planning  agencies  have  little  justification  to  disapprove  a 
hospital's  request  to  purchase  one  of  these  expensive 
( $400 ,000-$700 , 000 )  machines.     As  a  result,  the  health  care 
systems  could  be  absorbing  unnecessary  numbers  of  scanners 
with  the  effect  of  increased  health  care  costs.    The  approval 
rate  on  applications  to  purchase  scanners  in  nine  States  where 
we  were  able  to  develop  data  averaged  93  percent. 

Some  health  systems  agencies  have  experienced  difficulty 
in  employing  qualified  health  planning  staff.     Limited  numbers 
of  persons  having  experience  in  health  planning  are  available 
in  certain  areas  and,  in  some  cases,  agencies  have  been  unable 
to  offer  salaries  that  would  attract  individuals  to  work  for 
them.     Also  one  health  systems  agency  official  indicated  that 
qualified  persons  were  reluctant  to  work  for  agencies  because 
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of  the  uncertainty  surrounding  the  continuance  of  the  health 
planning  program. 

Several  urban  health  systems  agencies  told  us  that  their 
inability  to  offer  salaries  competitive  with  other  health  pro- 
fessions had  seriously  hindered  them  in  employing  qualified 
staff.     Salaries  for  executive  directors  of  the  15  health 
systems  agencies  we  visited  ranged  from  about  $19,300  to 
$35,000.     Salaries  of  subordinate  staff  were  generally  in  the 
$13,0000  to  $25,000  range. 

Another  problem  that  has  impeded  the  progress  of  health 
systems  agencies  and  State  health  planning  agencies  is  the 
lack  of  clarity  about  their  respective  responsibilities.  This 
problem  was  particularly  apparent  in  the  States  we  visited 
that  had  only  one  health  systems  agency.     There  are  12  States 
that  have  single  health  systems  agencies. 

Similar  functions  of  areawide  and  State  health  planning 
agencies  include: 

— developing  health  systems  plans, 

— reviewing  applications  for  new  health  services,  and 
— conducting  reviews  of  existing  health  services  to 

determine  their  appropriateness. 
Officials  from  both  areawide  and  State  planning  agencies 
were  concerned  over  potential  conflicts  and  duplication  of 
effort  because  of  their  similar  responsibilities.     HEW  has 
provided  little  assistance  to  statewide  health  systems  agencies 
and  their  State  planning  agencies  in  dealing  with  this  situation. 
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A  State  official  in  a  State  having  only  one  health 
•ystems  agency  expressed  concern  over  the  power  the  health 
systems  agency  can  execute  through  its  representation  on  the 
State-wide  Health  Coordinating  Council.    The  council  advises 
the  State  planning  agency  and  has  final  approval  of  the  State 
health  plan.    The  act  requires  that  at  least  60  percent  of  the 
membership  of  a  council  be  made  up  of  representatives  of  health 
systems  agencies  in  a  State;  in  the  case  of  a  State  having 
only  one  health  systems  agency ^  the  agency  would  have  a  majority 
on  the  council. 

Another  issue  needing  resolution  deals  with  the  role  of 
the  health  systems  agencies  with  regard  to  Federal  health 
facilities.    The  act  is  silent  on  this  issue.     HEW  has  inter- 
preted this  silence  as  an  expression  of  congressional  intent 
not  to  provide  health  systems  agencies  with  jurisdiction  over 
Federal  health  care  facilities. 

Generally  health  systems  agency  officials  did  not  consider 
the  exclusion  of  Federal  health  facilities  from  their  authority 
to  be  one  of  the  major  problems  confronting  them.  Several, 
however,  stated  that  to  have  a  meaningful  health  planning  system. 
Federal  health  care  facilities  should  be  subject  to  the  same 
restrictions  as  other  health  care  facilities.    The  expansion 
of  Federal  health  care  facilities  or  the  purchase  of  new 
sophisticated  equipment  could  have  a  significant  impact  on 
the  non-Federal  system,  particularly  where  the  non-Federal 
system  has  been  providing  services  to  Federal  beneficiaries. 
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Based  on  discussions  with  staff  and  the  results  of  a 
questionnaire  we  mailed  to  governing  board  members  of  the  15 
health  systems  agencies  we  visited,  there  was  little  optimism 
about  the  success  of  the  health  planning  program  in  improving 
accessibiity  to  health  care  and  restraining  increases  in  health 
care  costs.    This  is  particularly  noteworthy  considering  that 
the  health  planning  program  is  relatively  new  and  that  under 
such  a  circumstance  more  optimism  could  be  expected. 

Provider  board  members  were  slightly  less  optimistic  than 
consumers  about  health  systems  agencies  restraining  health 
care  costs  and  improving  accessibility  to  health  care. 

There  are  many  possible  reasons  for  this  apparent  lack  of 
board  member  optimism  in  accomplishing  the  goals  of  the  act. 
One  is  a  perceived  lack  of  health  systems  agencies  authority. 
Over  66  percent  of  the  questionnaire  respondents  indicated 
that  agencies  had  less  authority  than  needed  to  contain  health 
care  costs  and  almost  65  percent  felt  similarly  about  agencies' 
authority  to  improve  access  to  health  care. 

These  views  were  shared  by  officials  at  several  health 
systems  agencies  we  visited.    Some  agencies  saw  their  greatest 
impact  would  come  from  project  review  activities.     They  believe 
that  this  activity  could  reduce  the  construction  of  unnecessary 
health  facilities  and  the  purchase  of  unneeded  expensive  medical 
equipment.    One  official,  however,  described  the  project  review 


131 


process  as  "putting  a  band-aid  on  the  problem  of  cost  escalation" 
since  health- systems  agencies  have  no  authority  over  the  activi- 
ties of  private  clinics  and  physicians'  offices.    Also  several 
agency  officials  told  us  that  too  much  authority  in  the  project 
review  process  is  vested  in  the  State  health  planning  agencies. 
One  health  systems  agency  official  told  us  that  the  project 
review  functions  were  often  meaningless  because  the  State 
health  planning  agency  had  final  approval  and  that  such  State 
decisions  were  often  made  without  regard  to  the  health  systems 
agency's  recommendations.  Another  agency  official  said  that 
the  greatest  benefit  his  agency  can  provide  at  the  present 
time  is  to  educate  the  public  in  the  availability  and  use  of 
the  health  care  system  and  solicit  the  involvement  of  the  com- 
munity in  health  planning  through  sub-area  councils. 

Health  systems  agency  officials  noted  that  the  act  does 
not  provide  authority  over  health  manpower  distribution  or 
the  purchase  of  expensive  medical  equipment  by  physicians, 
both  of  which  can  impact  on  the  cost  and  accessibility  of 
health  care.     One  official  said  that  agencies  should  have  hos- 
pital rate  review  authority  in  order  to  have  a  positive 
influence  on  health  care  costs. 

SUPPORT  OF  LOCAL  GOVERNMENTAL,  COMMUNITY 
AND  PROFESSIONAL  GROUPS  TO  HEALTH  PLANNING 

The  involvement  of  local  consumers,  providers,  and 

government  officials  in  the  health  planning  system  is  provided 
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through  their  memberships  on  governing  boards.    The  support 
of  the  health  planning  activities  directed  by  agency  governing 
boards,  particularly  the  approval  and  support  of  the  health 
systems  plan,  by  local  consumers,  health  professional  groups, 
and  by  local  governmental  entities  is  needed  if  health 
systems  agencies  are  to  be  successful  in  achieving  the  goals 
of  the  act. 

We  asked  representatives  of  consumer  organizations,  health 
organizations,  and  local  governments  in  the  health  service 
areas  we  visited  to  give  us  their  opinions  regarding  the 
success  they  felt  health  systems  agencies  would  have  in 
achieving  the  goals  of  the  act*    Generally,  the  results  of 
these  contacts  indicate  that  at  the  time  of  our  fieldwork 
agencies  had  not  yet  achieved  needed  credibility  in  the  com- 
munity and  had  not  gained  the  confidence  and  support  of  the 
above  groups. 

Some  of  the  concerns  regarding  health  systems  agencies 
brought  to  our  attention  were 

— agency  staffs  in  general  had  no  real  knowledge 

of  the  operation  of  the  health  care  system. 
— agencies  seemed  to  be  dedicated  to  the  destruction 

of  the  existing  health  care  system. 
— agencies  were  not  accountable  to  the  people  and  thus 

should  not  be  making  decisions  that  elected  officials 

should  be  making. 
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— health  providers  will  dominate  and  control  agencies 

thus  reducing  their  effectivenes  in  controlling  costs. 
— methodologies  needed  to  measure  cost,  availability, 

accessibility,  and  quality  of  health  care  have  not 

been  developed. 
— agencies  do  not  have  enough  power  to  contain  health 

care  cost  and  improve  accessibility. 
— the  goals  of  containing  health  care  costs  and 

improving  accessibility  to  the  health  care  system 

conflict  with  one  another. 
— medical  standards  and  criteria  are  the  responsibility 

of  medicine,  not  agencies, 
—agencies  reviewing  and  commenting  on  new  projects 

will  not  be  an  effective  means  of  containing  health 

care  costs. 

 savings  attributable  to  preventing  the  construction 

of  unnecessary  health  care  facilities  or  the  acquisi- 
tion of  unneeded  equipment  may  be  offset  by  the  costs 
associated  with  preventing  such  expenditures. 
A  number  of  groups  we  talked  to  had  not  yet  formulated 
opinions  and  were  waiting  to  see  what  happens  in  the  next 
year  or  two.     They  acknowledged  that  health  systems  agencies 
will  experience  difficulties  in  having  an  impact  on  the 
health  care  system  without  the  support  of  the  consumer, 
provider,  and  local  governmental  entities. 
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EFFECTIVENESS  OF  REGIONAL 
CENTERS  FOR  HEALTH  PLANNING 

The  act  requires  HEW  to  establish  regional  centers  for 
health  planning  to  assist  it  in  providing  technical  and  con- 
sulting assistance  to  health  systems  agencies.  State  health 
planning  agencies,  and  State-wide  Coordinating  Councils.  The 
four  regional  centers  for  health  planning  agencies  we  visited 
had  made  limited  progress  in  assisting  health  planning  agencies 
because  of  (1)  difficulties  in  identifying  technical  assistance 
needs  of  planning  agencies,   (2)  delays  in  issuance  of  HEW 
regulations,   (3)  lack  of  receptiveness  of  planning  agencies 
to  center  assistance,  and  (4)  inappropriate  requests  for 
assistance. 

The  amount  of  assistance  provided  health  systems  agencies 
varied  among  the  four  regional  centers  for  health  planning  we 
visited.     Each,  however,  was  behind  schedule.     One  center  had 
visited  only  3  of  the  16  total  health  systems  agencies  and 
State  health  planning  agencies  in  its  region  and  had  provided 
very  limited  assistance.    The  other  three  centers  were  somewhat 
more  active. 

Officials  at  one  center  cited  the  HEW  delays  in  providing 
guidelines  as  a  reason  for  lack  of  assistance  to  areawide  and 
State  agencies.     A  center  official  noted  that  centers  are  not 
policy-making  organizations  and  thus  cannot  develop  needed 
criteria  and  guidelines. 
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One  of  the  functions  of  the  regional  centers  for  health 
planning  is  the  training  of  health  systems  agencies'  board 
members.    The  governing  board  makes  decisions  regarding  new 
project  applications  and  is  generally  responsible  for  the 
activities  of  the  agency.     It  would  appear  that  consumer  board 
members  particularly  need  assistance  in  understanding  the  health 
care  system,  the  act,  the  functions  and  responsibiities  of 
health  systems  agencies,  and  the  relationship  between  areawide 
and  State  agencies,  coordinating  councils,  and  other  planning 
organizations  in  the  health  service  area. 

Our  questionnaire  to  agency  governing  board  members 
indicated  that  many  consumer  board  members  lacked  knowledge 
regarding  the  health  care  system.     Over  30  percent  of  the 
questionnaire  respondents  indicated  consumers  had  little  or 
no  such  kowledge.     If  consumers  are  to  be  able  to  participate 
on  an  equal  basis  with  more  knowledgeable  providers,  training 
and  education  programs  need  to  be  provided. 

The  regional  centers  for  health  planning  have  not  been 
successful  meeting  this  need  although  each  of  the  four  centers 
we  visited  had  conducted  some  governing  board  training  sessions. 
Again  our  questionnaire  provided  some  insight  into  the  success 
of  the  centers  in  assisting  agency  governing  board  members. 
While  25  percent  of  the  respondents  rated  their  experiences  with 
the  regional  centers  for  health  planning  as  being  good  or  very 
good,  44  percent  indicated  they  had  no  contact  with  the  centers. 
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Officials  and  staff  at  many  of  the  health  systems  agencies 
and  State  health  planning  agencies  we  visited  were  not  enthu- 
siastic about  the  assistance  received  so  far  from  regional 
planning  centers.    A  group  of  health  systems  agencies  in  one 
region  had  advised  the  planning  center  that  their  assistance 
had  not  been  responsive  to  their  requests.    Several  health 
systems  agencies  expressed  the  opinion  that  the  regional 
planning  center  staff  was  not  more  qualified  or  knowledgeable 
in  the  health  planning  field  than  their  agency  staff. 

Some  health  systems  agencies,  however,  thought  the  concept 
of  having  regional  planning  centers  was  good  and  that  they 
offered  a  good  potential  source  of  assistance. 
SUMMARY 

In  summary,  Mr.  Chairman,  the  organizational  structures, 
health  systems  agencies.  State  health  planning  agencies.  State- 
wide coordinating  councils,  and  regional  centers  for  health 
planning  are  in  place  and  operating  throughout  the  country. 
A  number  of  problems,  however,  need  to  be  overcome  before  these 
organizations  will  have  a  significant  impact  on  the  rising 
cost  of  health  care  and  the  need  for  improved  accessibility 
to  quality  care. 

HRA's  Bureau  of  Health  Planning  and  Resources  Development 
must  act  to  finalize  regulations  and  provide  adequate  guidance 
to  the  HEW  regional  offices  as  quickly  as  possible.     Delays  in 
providing  instructions  to  the  regions  resulted  in  decisions 
being  made  regarding  the  implementation  of  the  health  planning 
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act  which  appear  to  be  inconsistent  with  initial  Bureau 
guidelines.     Moreover,  these  delays  also  may  have  caused  in- 
consistent implementation  of  the  planning  program  throughout 
the  country. 

The  organizational  problems  experienced  by  the  Bureau 
need  to  be  remedied  as  soon  as  possible  to  insure  the  orderly 
implementation  of  the  health  planning  program. 

The  large  amount  of  litigation  regarding  the  act  has  tied 
up  Bureau  personnel  and  resources  and  has  been  responsible  for 
some  of  the  delay  in  implementing  the  health  planning  program. 
Resolution  of  the  various  legal  challenges  to  the  act  and  the 
way  it  is  being  implemented  could  have  a  significant  impact  on 
the  program. 

Overall,  there  appears  to  be  little  doubt  that  the 
problems  experienced  by  the  Bureau  have  contributed  to  the 
delay  in  implementing  the  health  planning  program  and  has 
delayed  the  time  period  required  for  health  systems  agencies 
to  achieve  full  designation  and  become  fully  operational. 

The  health  systems  agencies  included  in  our  review  were 
concerned,  as  were  their  predecessor  local  comprehensive 
health  planning  "B"  agencies,  with  the  availability  and 
adequacy  of  data  on  which  to  develop  a  health  systems  plan. 
The  recent  legislation  regarding  sharing  of  PSRO  data  with 
health  systems  agencies  should  help  considerably. 
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Health  systems  agencies  were  being  hampered  in  conducting 
project  review  because  of  a  lack  of  final  standards  or  cri- 
teria on  which  to  make  decisions.    HEW's  slowness  in  devel- 
oping guidelines  has  delayed  the  preparation  of  health 
systems  agencies*  plans.     In  our  opinion,  national  standards 
and  criteria  are  essential  to  the  orderly  development  of 
areawide  and  State  health  plans.     Such  standards  should  be 
finalized  as  soon  as  possible  so  that  agencies  can  use  them 
as  a  basis    for  developing  health  systems  plans  and  annual 
implementation  plans. 

Concern  about  the  adequacy  of  salaries  and  whether  the 
health  planning  program  will  be  continued  has  hampered  health 
, systems  agencies  in  their  ability  to  attract  qualified  staff. 
The  job  faced  by  the  agencies  is  at  best  a  difficult  one; 
without  adequate  staff  it  may  well  be  an  impossible  one. 

In  those  States  having  only  one  health  systems  agency 
there  is  obvious  confusion  over  the  agency's  responsibilities 
as  opposed  to  those  of  the  State  health  planning  agency. 
This  situation  exists  in  12  States.     We  see  no  need  for 
having  a  State  health  planning  agency  and  and  health  systems 
agency  which  covers  the  entire  State. 

We  suggest  that  the  Congress  consider  expanding  the 
provisions  of  section  1536  of  the  act  to  allow  more  States 
to  have  only  a  State  health  planning  agency  and  require  that 
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there  be  a  minimum  of  at  least  two  health  systems  agencies 
in  all  other  States. 

In  passing  the  National  Health  Planning  and  Resources 
Development  Act  of  1974  the  Congres  did  not  provide  health 
systems  agencies  with  any  specific  authority  over  Federal 
health  facilities.    Since  these  facilities  are  an  important 
part  of  our  national  health  resources  and  serve  many  millions 
of  persons,  it  is  difficult  for  agencies  to  disregard  them. 
If  the  health  planning  program  is  to  become  the  vital  force 
that  Congress  expects  it  to  become  and  have  a  major  impact 
on  containing  costs  and  improving  accessibility  to  health 
care,  then  we  believe  the  institutions  created  to  achieve 
those  objectives  must  interact  with  all  parts  of  the  health 
care  system.    To  specifically  exclude  Federal  facilities  from 
the  national  health  planning  program,  in  our  opinion,  is  to 
seriously  impede  the  ability  of  the  local  and  State  health 
planning  agencies  to  carry  out  the  responsibilities  given  them 
by  the  Congress. 

We  believe  that  Congress  should  consider  amending  the 
act  to  provide  for  health  systems  agency  and  State  health 
planning  agency  reviews  of  proposed  projects  involving 
Federal  health  facilities  and  require  their  recommendations 
regarding  the  appropriateness  of  the  projects  be  sent  to 
the  cognizant  Federal  agencies.     Federal  agencies  should  be 
required  to  provide  these  recommendations  along  with  their 
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written  responses  to  any  congressional  committees  before  any 
decisions  are  made  to  authorize  and/or  fund  a  project. 

The  extent  to  which  health  systems  agencies  will  be 
successful  is  largely  dependent  upon  their  board  members  and 
their  attitudes.     Recognizing  that  their  task  is  not  an  easy 
one,  we  were  disappointed  to  see  the  relatively  low  level  of 
optimism  expressed  by  health  systems  agencies'  board  members 
in  achieving  the  goals  spelled  out  in  the  act.     In  some 
respects r  board  members  seem  to  feel  they  are  faced  with 
impossible  and  sometimes  conflicting  objectives. 

If  health  systems  agencies  are  to  achieve  their  objectives, 
they  must  have  the  support  of  local  governments,  community 
and  professional  groups,  private  health  care  providers  and 
various  others  working  in  the  health  care  field.    As  could 
be  expected,  this  support  has  been  slow  in  developing  and 
many  look  upon  the  health  planning  agencies  with  distrust 
and  suspicion.     We  believe  it  is  vital  for  agencies  to  estab- 
lish their  credibility  in  the  health  care  field  as  soon  as 
possible.    The  longer  this  process  takes,  the  less  likely 
success  will  be  achieved.    Consequently,  we  believe  HEW 
should  stress  the  importance  of  each  health  systems  agency 
developing  positive  relationships  with  all  who  are  active 
in  the  health  care  field. 
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If  fear  and  mistrust  can  be  successfully  overcome,  then 
health  syst.ems  agencies  will  have  a  much  greater  chance  of 
succeeding. 

Mr.  Chairman,  this  concludes  our  statement.     We  shall 
be  happy  to  answer  any  questions  you  or  other  Members  of 
the  Subcommitte  may  have. 
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Mr.  Rogers.  Thank  you  very  much,  Mr.  Martin,  for  your  helpful 
statement. 
Dr.  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Mr.  Martin,  how  do  you  think  this  legislation  is  working  at  the 
present  time?  On  a  grade  basis  of  A,  B,  C,  and  D,  A  meaning  ex- 
cellent, how  would  you  grade  this  system,  after  your  investigation? 

Mr.  Martin.  Well,  at  this  point  I  think  it  is  a  little  too  early  to 
tell  how  it  will  work. 

Mr.  Carter.  Not  will  but  are.  The  16  agencies  that  are  in  effect 
now,  how  are  they  doing? 

Mr.  Martin.  At  this  particular  point  in  time  they  have  accom- 
plished very  little.  They  have  been  in  an  organizational  mode  without 
the  national  guidelines  and  the  regulations  that  HEW  needs  to  de- 
velop and  finalize.  They  have  not  had  a  good  opportunity  to  really 
show  how  well  they  can  work. 

Mr.  Carter.  You  have  visited  HSA's  I  take  it. 

Mr.  Martin.  Yes,  our  staff  has. 

Mr.  Carter.  How  did  you  find  them  functioning?  How  were  they 
functioning?  Were  they  working  well,  HSA's,  health  systems  agen- 
cies? 

Mr.  Fenstermaker.  At  the  time  of  our  review.  Dr.  Carter,  many 
of  the  agencies  were  searching  for  guidelines  with  which  to  make 
decisions  on  projects.  They  were  waiting  for  the  standards.  I  know 
at  least  one  agency  that  we  visited  and  talked  to,  that  refused  to  do 
any  project  review  until  guidelines  were  provided.  The  concern  was 
that  they  would  spend  a  lot  of  time  in  litigation  as  a  result  of  mak- 
ing decisions  without  these  guidelines.  They  were  concerned  about 
being  forced  to  make  decisions  really  on  their  own. 

Mr.  Carter.  The  HSA's  had  not  made  that  many  decisions? 

Mr.  Fenstermaker.  We  did  look  at  the  number  of  projects  that 
were  reviewed  by  the  agencies  and  we  found  the  approval  rate  was 
running  around  92  percent  of  all  the  projects  they  looked  at. 

Mr.  Carter.  Ninety-two  percent.  Was  that  consistent  throughout 
our  country?  Would  that  have  stayed  within  the  proposed  $2.5  bil- 
lion cap? 

Mr.  Fenstermaker.  It  would  be  difficult  to  answer  that  but  cer- 
tainly doubtful. 

Mr.  Carter.  The  answer  would  be  no,  I  would  think,  right  off  the 
bat. 

I  believe  that  is  it.  You  visited  some  health  planning  centers,  is 
that  correct? 

Mr.  Fenstermaker.  Yes,  sir. 

Mr.  Carter.  How  did  you  find  them  to  be  working? 

Mr.  Fenstermaker.  The  regional  centers  for  health  planning  were 
having  difficulty.  No.  1,  determining  what  it  was  that  the  individual 
health  systems  agencies  were  looking  for  and  there  seemed  to  be 
somewhat  of  a  disagreement  between  the  centers  and  the  HSA's  as 
to  what  the  proper  role  of  the  centers  was.  In  some  cases  the  HSA's 
were  looking  for  guidance  as  to  how  their  staff  should  function  and 
as  to  the  level  of  education  of  their  staff.  I  think  the  centers,  how- 
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ever,  perceived  their  function  somewhat  differently;  they  wanted 
to  get  into  the  actual  health  planning  process. 

Mr.  Carter.  Actually  the  center's  function  is  for  research  and 
planning,  is  it  not  ? 

Mr.  Fenstermaker.  And  technical  assistance. 

Mr.  Carter.  It  is  a  research  sort  of  thing.  What  about  the  State 
health  planning  and  development  agencies,  how  are  they  doing? 
That  is  a  different  group,  of  course. 

Mr.  Fenstermaker.  I  think  the  biggest  problem  we  found  there, 
Dr.  Carter,  was  where  there  was  one  health  systems  agency  in  the 
State.  In  these  particular  cases  there  was  confusion  over  the  role 
of  the  State  and  local  agencies.  This  situation  exists  in  12  States. 

Mr.  Carter.  Of  course  we  have  three.  We  have  HSA's  and  SHCC's 
and  the  State  health  planning  agencies.  SHPDA,  SHCC  and  HSA's. 
Were  they  coordinated?  Were  they  working  together? 

Mr.  Fenstermaker.  Again  it  was  very  early  in  the  review.  We 
did  see  some  instances  where  the  HSA's  were  somewhat  frustrated 
because  their  decisions  were  being  overturned  by  the  State  agencies. 

Mr.  Carter.  By  the  State  agencies.  Which  State  agencies;  the 
State  coordinating  agency? 

Mr.  Fenstermaker.  No,  the  SHPDA.  I  should  not  say  overturned. 
The  State  has  the  ultimate  responsibility  for  project  approval.  Some 
States  were  not  going  along  with  the  suggestions  of  the  HSA's. 

Mr.  Carter.  By  the  local  people,  in  other  words? 

Mr.  Fenstermaker.  Yes. 

Mr.  Carter.  Do  you  think  we  should  strengthen  the  State's  role 
in  this  legislation,  or  is  it  strong  enough  already? 

Mr.  Fenstermaker.  I  think  the  intent  behind  it  was  to  place  the 
planning  functions  at  the  lowest  level  which  would  be  

Mr.  Carter.  At  the  local  level? 

Mr.  Fenstermaker.  Yes. 

Mr.  Carter.  And  you  really  think  perhaps  that  the  SHPDA's  have 
really  constrained  the  HSA's,  is  that  correct? 

Mr.  Fenstermaker.  There  were  some  indications  of  it. 

Mr.  Carter.  Yes,  sir.  Would  you  advise  us  to  enact  legislation  so 
that  the  Governor  would  have  a  veto  power  over  certificates-of-need  ? 

Mr.  Fenstermaker.  I  think  that  could  be  construed  as  somewhat 
inconsistent  with  the  original  intent  behind  the  legislation. 

Mr.  Carter.  Construed  as  what? 

Mr.  Fenstermaker.  Somewhat  inconsistent  with  the  original  in- 
tent of  the  legislation. 
Mr.  Carter.  Thank  you  very  kindly,  sir. 
Mr.  Rogers.  Mr.  Florio. 
Mr.  Florio.  Thank  you,  Mr.  Chairman. 

One  of  the  points  you  made  was  your  feeling  that  the  HSA's 
should  have  jurisdiction  over  Federal  facilities  in  the  health  care 
field.  I  assume  the  rationale  for  this  is  to  avoid  duplication  or  to 
maintain  some  control  over  the  budgetary  process  for  expenditure 
on  these  Federal  facilities.  Don't  you  regard  the  Federal  effort  in 
passing  the  budget  and  the  whole  Federal  budget  review  process  as 
being  satisfactory? 
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Mr.  Martin.  What  we  have  in  the  report  and  what  our  statement 
is  intended  to  convey  is  that  the  HSA  should  have  an  opportunity 
to  comment  on  the  Federal  facilities  and  provide  them  to  the  Fed- 
eral agency. 

Mr.  Florio.  Which  Federal  agency? 

Mr.  Martin.  Well,  if  the  Department  of  Defense  i&  putting  a  new 
hospital  in  an  area  that  an  HSA  has  responsibility  for,  we  feel  it 
should  have  opportunity  to  review  what  is  going  to  be  the  project 
in  terms  of  beds,  types  of  services  to  be  provided,  and  provide  its 
comments  to  the  Department  of  Defense.  We  then  have  recommended 
that  the  Department  of  Defense  be  required  to  submit  those  com- 
ments together  with  their  analysis  to  the  appropriate  congressional 
committees  and  allow  the  Congress  to  have  that  information  avail- 
able when  they  are  making  budget  decisions.  In  other  words,  we  are 
not  asking  that  the  decision  be  taken  away  from  the  Congress,  only 
that  information  provided  by  the  HSA  be  provided  to  the  Con- 
gress for  their  consideration. 

Mr.  Florid.  My  only  observation  is  that  the  HSA's  have  the  au- 
thority to  review  and  comment  on  anything  they  want.  I  gave  an 
example  this  morning  of  things  they  review  that  I  don't  think  is 
appropriate,  but  the  fact  is  they  have  the  authority  right  now.  Like- 
wise, we  would  hope  that  the  Federal  agencies,  the  Department  of 
Defense  or  anyone  else,  would  have  appropriate  comments  in  testi- 
fying before  both  the  authorizing  and  the  appropriating  committees 
with  which  they  are  involved.  I  can  see  an  opportunity  for  some 
mischief  and  really  fully  appreciate  the  corresponding  good  that  is 
to  be  achieved  by  congressional  review. 

Mr.  Martin.  I  think  the  difference  in  what  we  are  recommending 
and  what  is  happening  now  is  that  there  would  be  a  requirement 
that  the  Federal  agency  provide  to  the  Congress  the  HSA's  com- 
ments. As  I  understand  it,  that  is  not  now  a  requirement.  The  HSA 
can  comment.  The  comments  go  to  the  Federal  agency.  The  Federal 
agency  can  do  whatever  they  want  after  they  receive  those  comments, 
they  do  not  have  to  provide  them  to  the  Congress.  We  are  asking 
that  that  one  step  be  added. 

Mr.  Florio.  Does  your  Division  have  jurisdiction  over  a  GAO  re- 
port that  is  to  be  released  next  week  concerning  VA  evaluations  and 
valuation  of  VA  hospital  proposals  ? 

Mr.  Martin.  Yes,  sir. 

Mr.  Florio.  Are  you  familiar  with  the  terms  of  the  report? 

Mr.  Martin.  We  have  done  several  reports  on  VA  hospitals.  I  am 
not  sure  the  specific  one  you  are  referring  to. 

Mr.  Florio.  Specifically  the  one  requested  by  Senator  Proxmire 
to  look  into  the  feasibility  of  new  construction.  I  believe  that  is  the 
general  thrust  of  what  is  in  the  report. 

Mr.  Martin.  Yes,  sir,  and  there  are  several  hospitals  we  have 
looked  at. 

Mr.  Florio.  You  don't  have  a  comprehensive  report  on  each  hos- 
pital, you  have  eight  reports? 

Mr.  Martin.  No  ;  we  issued  a  report  on  three  and  we  are  now  look- 
ing at  five  and  we  will  issue  a  report  on  the  remaining  five  when 
the  review  is  completed. 
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Mr.  Florio.  I  am  specifically  interested  in  the  Camden  VA  hospital 
which  the  administration  and  0MB  have  requested  be  eliminated. 
Part  of  the  news  in  today's  paper  says  that  the  GAO  recommenda- 
tion to  eliminate  that  hospital  is  based  on  a  computer-based  need 
of  hospital  beds.  Can  you  tell  me  what  this  means? 

Mr.  Martin.  Yes,  sir,  I  can  try.  I  am  not  involved  in  the  details 
of  that  but  I  will  try  to  give  you  a  general  explanation.  Our  initial 
work  in  this  area  was  done  in  connection  with  the  Department  of 
Defense  job  that  we  did  in  San  Diego.  We  devolepd  a  model  using 
data  from  community  hospitals  which  included  information  on  the 
diagnosis  and  the  age  of  patients.  We  then  took  the  number  of 
patients  that  were  involved  in  that  San  Diego  military  hospital, 
analyzed  them  against  the  data  we  had  from  the  civilian  community 
and  then  projected,  if  the  length  of  stay  was  reduced  to  be  the  same 
as  that  in  the  community,  how  many  beds  would  be  required  to  serve 
that  population.  We  have  taken  the  same  model  that  we  have  de- 
veloped for  the  Department  of  Defense  hospitals,  modified  it  and 
applied  it  in  the  VA  system. 

Mr.  Florio.  This  is  not  the  appropriate  place  to  go  into  the  ob- 
vious difficulties  with  using  a  military  hospital  in  comparison  with 
a  civilian  hospital,  but  the  need  is  obvious  for  different  evaluations 
as  to  length  of  stay,  and  so  on,  for  the  differences  between  a  military 
hospital,  a  civilian  hospital,  and  a  veterans  hospital.  There  is  a  lot 
of  difficulty  that  goes  with  trying  to  make  such  comparisons. 

Mr.  Martin.  We  are  aware  of  that.  The  one  thing  this  model  does, 
it  predicts  the  number  of  acute  beds  that  are  needed  which  is  kind 
of  a  key  thing  when  you  are  talking  about  cost  of  medical  care — 
how  long  does  a  patient  stay  in  a  bed.  Can  they  be  housed  in  a  less 
expensive  facility  quicker.  We  tried  to  show  that  it  is  possible  to 
get  patients  out  of  acute  beds  into  some  other  less  expensive  type  of 
facility  which  results  in  less  cost  and  a  reduced  need  to  construct 
highly  sophisticated  acute  care  beds. 

Mr.  Florio.  And  that  is  the  major  thrust  we  are  using  for  this 
model  in  terms  of  duration  of  bed  stay  ? 

Mr.  Martin.  Length  of  stay  which  takes  into  account  the  avail- 
ability of  beds. 

Mr.  Florid.  If  someone  does  not  have  to  stay  in  a  bed  as  long, 
would  that  make  many  more  beds  available? 

Mr.  Martin.  It  makes  those  beds  available  quicker.  You  can  turn 
patients  over  quicker,  yes,  sir. 

Mr.  Florio.  I  would  just  conclude  by  making  the  observation  that 
we  have  a  somewhat  unique  feature  in  the  VA  hospital  system.  That 
is,  we  have  a  higher  need  for  long-term  care  facilities  because  the 
veteran  population  is  aging  much  more  substantially  than  the  gen- 
eral population.  Therefore,  if  there  are  not  adequate  long-term  care 
beds,  veterans  may  have  to  stay  in  short-term  care  beds.  I  accept 
what  you  are  driving  at.  However,  it  seems  somewhat  inequitable  to 
say  that  because  the  Government  has  not  done  what  it  should  do  in 
providing  long-term  care  beds,  and  therefore,  because  of  that  defi- 
ciency, we  are  not  going  to  let  the  veteran  have  the  hospital  for  the 
sole  purpose  of  avoiding  putting  him  in  the  acute  care  facility. 
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Mr.  Martin.  We  are  not  saying  that  in  Camden.  We  don't  think 
there  is  a  need  because  of  the  accessibility  of  the  Philadelphia  vet- 
erans hospital.  However,  in  those  hospitals  we  have  looked  at  we 
have  not  said  that  there  should  not  be  adequate  long-term  care  type 
facilities.  That  is  exactly  the  point  we  are  trying  to  make,  do  not 
build  acute-care  beds  if  you  need  long-term  time.  Build  the  type  bed 
to  take  care  of  the  patient  population  you  are  dealing  with. 

Mr.  Florio.  Let  me  conclude  by  saying  that  I  read  in  the  news- 
paper that  the  results  of  your  report  are  not  due  to  be  released  until 
next  week.  I  would  appreciate  receiving  a  copy  of  the  report  when 
it  is  released. 

Mr.  Martin.  Yes,  sir. 

One  of  the  things  in  connection  with  the  Camden  hospital — and 
I  am  not  sure  where  the  information  is  coming  from  you  are  read- 
ing— we  have  not  released  that  report  yet.  We  are  suggesting  that 
the  VA  would  add  120  long-term  care  beds  at  Philadelphia  to  take 
care  of  some  of  that  population  you  are  concerned  about. 

Mr.  Florio.  I  will  save  the  arguments  for  a  better  forum. 

Mr.  Rogers.  Mr.  Waxman. 
_  Mr.  Waxman.  Thank  you,  Mr.  Chairman. 

I  unfortunately  have  to  go  to  another  meeting  but  I  did  want  to 
ask  a  few  questions  of  Mr.  Martin. 

The  proposed  amendments  make  it  more  difficult  for  the  persons 
outside  of  an  HSA  to  receive  personnel  files.  If  you  were  charged 
with  investigating  the  hiring  practices  within  one  HSA,  would  this 
limit  an  adequate  investigation? 

Mr.  Martin.  We  do  not  think  so. 

Mr.  Waxman.  You  do  not? 

Mr.  Martin.  No,  sir. 

Mr.  Waxman.  You  do  not  have  subpena  powers,  isn't  that  correct  ? 

Mr.  Martin.  Not  under  this  program,  no,  sir. 

Mr.  Waxman.  Nevertheless,  you  would  feel  that  you  could  conduct 
an  investigation? 

Mr.  Martin.  Yes,  sir.  We  have  had  only  a  limited  opportunity  to 
analyze  the  provision  but  we  have  talked  with  our  General  Counsel, 
personnel,  and  we  would  have  access  to  records. 

Mr.  Waxman.  Do  you  feel  HEW  has  provided  good  oversight  of 
HSA  elections  and  operations? 

Mr.  Martin.  I  would  like  Mr.  Gerkens  to  comment  on  that. 

Mr.  Gerkens.  Again  we  feel  HEW  is  not  necessarily  at  fault.  I 
think  in  the  specific  case  you  are  referring  to,  definitely  it  was  not 
the  case. 

Mr.  Waxman.  Well,  do  you  agree  there  is  a  potential  in  health 
planning  programs  for  improper  use  of  government  funds,  and  can 
you  suggest  an  oversight  mechanism  which  will  prevent  this  from 
happening  ?  I  am  not  referring  to  any  one  specific  region  but  whether 
this  is  a  problem  throughout  the  country. 

Mr.  Gerkens.  I  think  there  is  definitely  a  need  for  greater  over- 
sight and  evaluation  of  HSA's  by  HEW  across  the  board.  We  found 
that  generally  the  staffs  at  the -regional  level  were  not  adequate  to 
deal  with  the  number  of  HSA's,  SHPDA's,  and  SHCC's  they  have 
under  their  authority. 
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Mr.  Waxman.  You  said  you  looked  at  four  regions. 
Mr.  Gerkens.  That  is  correct. 

Mr.  Waxman.  Did  you  find  that  HEW  was  inadequate  in  all  four 
of  the  regions  ? 

Mr.  Gerkens.  Yes;  they  were.  They  had  a  tremendous  workload 
and  found  it  very  difficult  to  deal  with  that  workload. 

Mr.  Waxman.  Is  that  due  to  lack  of  personnel  to  carry  out  the 
oversight  functions? 

Mr.  Gerkens.  Yes;  generally  the  number  of  personnel  was  lacking. 
We  were  impressed  with  the  caliber  of  the  people  at  the  regional 
level,  but  they  didn't  have  the  number  of  people  they  really  needed 

Mr.  Waxman.  Were  you  impressed  with  the  caliber  of  people  in 
all  four  regions? 

Mr.  Gerkens.  I  would  say  so,  yes. 

Mr.  Florio.  It  is  my  understanding  that  HEW  in  the  recent  past — 
I  know  in  1976 — engaged  in  a  massive  job  audit  program,  particu- 
larly in  public  health  service,  which  resulted  in  the  downgrading  of 
a  substantial  number  of  people  who  are  involved  in  monitoring  the 
HSA's  and  the  whole  health  planning  program.  I  know  that  they 
were  doing  this  in  the  Philadelphia  area,  they  were  doing  it  in  At- 
lanta, Georgia ;  Seattle,  and  San  Francisco.  Have  you  had  any  occa- 
sion to  look  into  this  whole  process  and  its  impact  on  the  HSA  to 
determine  the  capability  of  the  Public  Health  Service  and  the  ap- 
propriate health  officials  to  oversee  the  health  planning  law? 

Mr.  Gerkens.  That  did  come  up  in  a  couple  of  regions  we  did 
visit  and  it  was  cited  as  a  problem  in  maintaining  the  necessary 
people  on  board  to  do  so,  but  we  did  not  look  at  that  program  spe- 
cifically, no. 

Mr.  Florio.  Do  you  know  if  this  downgrading  program  is  a  con- 
tinuing thing?  Since  the  change  of  administration,  has  there  been 
any  change  in  it  ? 

Mr.  Gerkens.  I  don't  know.  I  could  not  answer  that, 
to  do  the  job. 

Mr.  Florio.  I  have  no  further  questions. 

Mr.  Rogers.  How  many  of  the  health  systems  agencies  were  fully 
designated  that  you  inspected? 

Mr.  Martin.  There  were  nine  in  total.  Are  you  asking  about  the 
number  that  we  looked  at  ? 

Mr.  Rogers.  Well,  I  think  you  looked  at  15. 

Mr.  IMartin.  We  looked  at  15  and  none  of  those  as  I  understand 
it  have  been  fully  designated. 
Mr.  Rogers.  None  of  the  15  you  looked  at? 

Mr.  Martin.  None  of  the  15.  There  have  been  9  in  total  though 
of  the  205. 

Mr.  Rogers.  I  think  now  HEW  has  nine  fully  designated. 
Mr.  Martin.  Yes. 

Mr.  Rogers.  By  next  September  they  hope  to  have  175. 

Now  I  presume  that  in  looking  at  these,  even  though  they  are  not 
fully  designated,  you  were  able  to  see  some  of  the  problems  they  have 
been  having.  How  would  you  sum  it  up,  setting  forth  for  us  what 
you  see  as  the  most  significant  organizational  problems  and  then  the 
funding  problems,  if  any? 
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Mr.  Martin.  In  terms  of  the  major  problems  I  think  a  lot  of  their 
problems  go  back,  as  we  have  indicated  earlier,  to  the  need  to  have 
the  national  guidelines  out  in  final  form  and  the  regulations  in  final 
form  so  that  they  will  have  them  to  use  when  they  go  through 
their  planning  process.  I  think  there  are  a  number  of  them  that  have 
problems  in  bringing  aboard  competent  quality  staff  to  do  the 
planning. 

Mr.  EoGERS.  For  staff? 

Mr.  Martin.  Yes,  sir,  staff.  To  get  quality  staff  to  do  the  type  of 
planning  that  needs  to  be  done. 

Mr.  Rogers.  Is  it  lack  of  money  or  just  a  lack  of  people? 

Mr.  Martin.  I  think  some  of  the  concern  is  people  and  some  of 
the  concern  is  also  in  the  salaries  they  are  able  to  pay.  At  least  there 
was  some  indication,  that  they  were  not  able  to  pay  sufficient  salary 
to  attract  quality  people.  Some  of  it  goes  back  to  not  having  enough 
of  the  type  people  they  need  to  be  able  to  hire. 

There  is  also  a  lack  of  data  that  they  need  in  terms  of  the  facilities 
that  are  in  the  HSA  service  area,  the  types  of  services  that  are  offered 
by  those  facilities,  also  the  number  of  providers  in  the  area  and  also 
where  people  are  actually  getting  their  care.  Where  do  they  go  for 
care  ?  They  may  reside  in  the  HSA  but  they  may  go  outside  of  HSA. 
That  type  of  data  must  be  available  for  them  to  do  their  planning. 
I  don't  know  whether  Mr.  Fenstermaker  or  Mr.  Gerkens  would  like 
to  add  to  that  but  I  think  those  are  basically  the  problemse  we  found 
with  the  HSA's  in  general. 

Mr.  Fenstermaker.  I  would  like  to  add,  Mr.  Chairman,  that  a 
number  of  the  HSA's  we  visited  indicated  to  us  their  concern  about 
the  issues  of  cost  containment  versus  accessibility  of  care  and  many 
of  them  perceived  this  as  being  a  conflict.  They  did  not  see  how  they 
could  be  working  toward  cost  containment  and  at  the  same  time  be 
attempting  to  increase  the  quality  and  the  availability  of  care  in  a 
given  area. 

We  have  considered  this  and  in  our  draft  report  have  taken  the 
position  that  generally  this  is  not  necessarily  inconsistent.  We  feel 
that  there  are  probably  a  number  of  health  systems  areas  in  which 
there  is  a  general  availability  of  care  or  probably  more  care  than  is 
necessary  and  at  the  same  time  there  are  probably  large  geographi- 
cal areas  in  which  insufficient  care  is  available.  We  think  in  these 
situations  the  health  systems  agency  can  be  working  to  redirect 
available  resources  and  improve  any  geographic  imbalances  in  health 
care  availability  that  exist,  so  we  don't  necessarily  believe  that  it 
is  inconsistent. 

Mr.  Rogers.  All  right. 

Mr.  Florio.  Just  two  points.  One  is  an  inquiry.  In  terms  of  the 
operations  of  HSA,  the  whole  philosophic  base  of  the  HSA  is  great 
reliance  upon  the  consumer  representation.  I  have  found  in  looking 
at  some  HSA's  that  the  staff  does  a  very  good  job  in  terms  of  in- 
house  educational  programs  to  augment  the  consumers'  degree  of 
knowledge  so  that  they  better  understand  what  is  going  on,  under- 
stand the  jargon  and  can  be  even  better  participants  in  the  process. 
Other  HSA's  have  not  done  this  so  well,  it  seems. 

Have  you  found  varying  degrees  of  consumer  education  programs 
or,  have  you  found  some  HSA's  where  there  is  no  education  program 
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in  existence  for  purposes  of  educating  the  consumers  as  to  basic 
medical  knowledge? 

Mr.  Martin.  There  is  a  variance  between  the  type  of  training  that 
has  been  provided. 

Mr.  Florid.  As  the  people  who  are  dealing  with  this  legislation 
would  we  be  well  advised  to  consider  writing  into  the  law  the  need 
for  programs  of  this  type,  on-the-job  training  programs  and  that 
sort  of  thing  ? 

Mr.  Martin.  It  may  be  appropriate  to  provide  in  the  legislation 
more  specifics  as  to  what  the  health  centers  are  to  provide  in  terms 
of  assistance  and  technical  training  to  the  staffs  and  the  board  mem- 
bers, yes,  sir. 

Mr.  Florio.  I  would  like  to  comment  on  the  other  point  you  made, 
sir,  about  the  alleged  conflict  boetween  cost  containment  and  quality 
health  care.  One  thing  has  to  be  realized,  both  terms  are  relative. 
Obviously,  we  can  contain  costs  by  eliminating  all  of  the  money. 
However,  that  is  not  very  realistic.  Nor  can  we  maximize  quality  of 
care  by  having  everything  for  everybody  in  every  hospital.  That  is 
not  feasible.  We  have  to  be  candid  enough  to  say  that  we  are  not 
shooting  for  maximum  quantity.  We  are  shooting  for  maximum 
quality  and,  that  will  require  a  huge  education  job,  not  only  to  the 
HSA  members,  but  to  the  general  public  as  well.  All  too  frequently 
what  happens  is  that  some  group  with  an  interest  comes  in  and 
says,  for  example,  "we  want  to  make  sure  that  we  have  the  facilities 
for  delivery  of  births  in  every  hospital."  The  fact  of  the  matter  is, 
we  cannot  satisfy  the  desires  of  every  interest  group. 

An  awful  lot  has  to  be  done  to  convince  people  that  they  will  not 
really  be  adversely  affected  by  not  having  the  most  up-to-date  fa- 
cilities at  their  fingertips.  We  will  have  to  do  something  about  build- 
ing into  the  HSA  this  mentality  of  tradeoffs,  because  we  are  not 
going  to  have  everything  we  want  at  minimum  cost. 

Thank  you,  sir. 

Mr.  Fenstermaker.  One  comment,  Mr.  Florio,  on  the  role  of  the 
centers.  We  did  send  a  questionnaire  to  all  the  members  of  the  boards 
of  the  HSA's  that  we  visited  and  asked  them  to  what  extent  were 
they  satisfied  with  the  services  being  provided  by  the  centers.  I 
think  the  most  startling  statistic  that  came  out  of  this  effort  was  that 
44  percent  indicated  they  had  never  had  any  contact  with  the  centers 
for  health  planning. 

Mr.  EoGERS.  The  15  agencies  that  you  inspected,  how  long  had 
they  been  in  existence? 

Mr.  Gerkens.  They  were  relatively  new.  We  did  our  review  be- 
tween November  1976  and  June  1977  and  most  of  the  HSA's  had 
been  designated  in  July  or  October  of  1976.  Some  of  them,  of  course, 
were  former  CHP  agencies  and  had  some  experience  in  health  plan- 
ning and  they  obviously  were  further  along  than  some  of  the  others. 

Mr.  Rogers.  We  asked  you  to  look  at  them  at  a  time  when  they 
were  just  beginning. 

Mr.  Gerkens.  That  is  correct. 

Mr.  Rogers.  So  I  imagine  a  lot  of  them  had  not  had  much  con- 
tact with  anybody,  had  they? 

Mr.  Gerkens.  That  may  be  true,  we  were  trying  to  get  a  feel  as 
to  the  board  members  overall  impressions  regarding  the  overall  act. 
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Mr.  Rogers.  I  think  your  study  was  done  by  the  General  Account- 
ing Office  a  little  early  before  we  really  had  much  experience  with 
the  HSA's.  It  is  not  easy  to  make  judgments  although  I  think  what 
you  pointed  out  certainly  will  be  helpful  to  us. 

Mr.  Martin.  Yes.  Despite  the  fact  that  it  was  early,  I  think  we 
identified  some  problems  early  that  HEW  needs  to  be  aware  of  and 
needs  to  work  on  now. 

Mr.  Rogers.  Dr.  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

What  about  our  SHCC's,  our  State  health  coordinating  councils? 
Are  they  being  financed  pretty  well? 

Mr.  Gerkens.  Dr.  Carter,  we  really  didn't  address  that  during  our 
review  and  it  was  relatively  new. 

Mr.  Carter.  You  didn't  address  it? 

Mr.  Gerkens.  That  is  correct. 

Mr.  Carter.  What  about  the  progress  of  the  statewide  health  co- 
ordinating councils  in  fulfilling  their  duties? 

Mr.  Gerkens.  They  were  just  getting  started  at  the  time  of  our 
review  and  we  really  didn't  take  a  look  at  the  SHCC's. 

Mr.  Carter.  Do  you  know  whether  they  have  much  staff  or  not? 

Mr.  Gerkens.  I  guess  that  depends  on  the  State,  whether  the 
State  is  willing  to  give  the  SHCC's  staff. 

Mr.  Carter.  I  wonder  about  the  State  of  Illinois.  They  are  sup- 
posed to  coordinate  the  SHA's. 

Mr.  Gerkens.  I  could  not  address  that. 

Mr.  Rogers.  What  about  it.  Miss  Berger?  Do  you  have  much  of 
a  staff? 

Miss  Berger.1  At  the  SHCC? 

Mr.  Rogers.  Yes.  Do  you  have  an  adequate  staff? 

Miss  Berger.  We  have  a  new  executive  secretary  of  the  SHCC. 

Mr.  Carter.  Do  you  have  enough  trained  people  to  assist  you? 

Miss  Berger.  I  don't  think  that  we  can  tell  at  this  point. 

Mr.  Carter.  Thank  you  very  kindly. 

Miss  Berger.  Thank  you. 

Mr.  Carter.  You  visited  10  regions  I  believe  you  stated. 
Mr.  Gerkens.  Four  regional  offices. 

Mr.  Carter.  I  believe  I  read  that  there  are  10  planning  regions. 

Mr.  Gerkens.  That  is  right.  Ten  HEW  regional  offices  and  10 
regional  centers  for  planning  across  the  country. 

Mr.  Carter.  And  they  have  been  operating  in  10  different  direc- 
tions, according  to  your  testimony. 

Mr.  Gerkens.  Dr.  Carter,  that  was  a  speculation  of  some  people 
at  the  regional  level  because  of  the  lack  of  guidance. 

Mr.  Carter.  Does  that  mean  you  have  written  down  something 
to  that  effect,  that  there  was  no  coordination?  Is  that  not  correct? 

Mr.  Gerkins.  Yes. 

Mr.  Carter.  All  right.  You  mentioned  that  there  was  more  of  an 
emphasis  on  cost  containment  than  there  was  on  service  to  the  people, 
is  that  correct? 

Mr.  Martin.  There  was  confusion  about  the  relative  emphasis  to 
be  placed  on  both. 


^Miss  Sally  Berger,  Chairman,  National  Council  on  Health  Planning  and  Develop- 
ment, was  in  the  audience. 
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Mr.  Carter.  All  right.  HEW,  the  organization,  appoints  the  re- 
gional office  director  or  the  regional  health  planning  director.  How 
will  this  then  affect  the  planning  process?  What  would  it  mean  to 
the  influence  of  Governors  especially  if  the  regional  directors  were 
given  approval  of  health  plans,  certificates  of  need  and  so  on?  Do 
you  think  that  would  be  wise  to  let  the  regional  directors  

Mr.  Martin.  Are  you  referring  to  the  HEW  regional  directors? 

Mr.  Carter.  Yes. 

Mr.  Martin.  No,  I  don't  think  the  regional  directors  of  HEW 
should  have  approval  or  disapproval  authority  of  the  situation.  I 
think  that  should  be  left  up  to  the  local  HSA's  and  the  States  to 
administer. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Thank  you  very  much.  We  are  grateful  to  you,  Mr. 
Martin,  and  your  colleagues  for  being  here  and  giving  the  benefit 
of  your  study. 

Mr.  Martin.  Thank  you. 

Mr.  Rogers.  The  next  witness  will  be  Mr.  Albert  H.  Rohling, 
executive  director,  Birmingham  Regional  Health  Systems  Agency, 
Inc.,  and  president.  Southeastern  Association  of  Health  Systems 
Agency  Executives. 

We  welcome  you,  Mr.  Rohling. 

STATEMENT  OF  ALBERT  H.  ROHLING,  EXECUTIVE  DIRECTOR,  BIR- 
MINGHAM REGIONAL  HEALTH  SYSTEMS  AGENCY,  INC.,  AND 
PRESIDENT,  SOUTHEASTERN  ASSOCIATION  OF  HEALTH  SYSTEMS 
AGENCY  EXECUTIVES,  ACCOMPANIED  BY  TONY  GOETZ,  EXECU- 
TIVE DIRECTOR,  EAST  KENTUCKY  HEALTH  SYSTEMS  AGENCY; 
AND  DON  TRANTOW,  EXECUTIVE  DIRECTOR,  CENTRAL  GEORGIA 
HEALTH  SYSTEMS  AGENCY 

Mr.  Rohling.  Thank  you,  Mr.  Chairman. 

Our  Southeastern  Association  is  composed  of  41  health  systems 
agency  directors  in  the  eight  Southeastern  States  of  North  Carolina, 
South  Carolina,  Georgia,  Florida,  Kentucky,  Tennessee,  Alabama, 
and  Mississippi  and  it  is  my  pleasure  to  appear  before  you  to  speak 
for  our  Association  and  its  members. 

Although  the  National  Health  Planning  and  Resources  Develop- 
ment Act  received  the  Presidential  signature  in  January  1975,  after 
thorough  congressional  discussion  in  the  93d  Congress,  the  lengthy 
process  of  initial  implementation  has  only  recently  been  completed. 
At  the  heart  of  the  implementation  of  the  law  is  the  health  systems 
agency,  the  local  decisionmaking  body,  whose  governing  structure  is 
broadly  representative  of  the  local  community  which  it  serves.  The 
first  health  systems  agency  was  designated  in  April  1976.  Now  the 
country  has  full  coverage  through  the  205  HSA's.  As  indicated 
earlier,  41  of  these  agencies  are  located  in  the  eight  Southeastern 
States. 

Our  Southeastern  HSA's  are  presenting  to  each  of  you  and  to  your 
fellow  legislators  a  document  which  we  have  released  today  entitled : 
"Progress  Through  Participation:  Health  Planning  in  the  South- 
east." [See  p.  154.] 


26-219  O  -  78  -  pt.  1  -  11 


152 


The  document  reveals  significant  accomplishments  in  both  health 
planning  and  resource  development  during  the  first  18  months  of 
HSA  operation,  a  period  which  ended  on  December  31,  1977.  This 
is  certainly  a  short  period  of  time  from  which  to  present  intended 
accomplishments;  nevertheless,  it  is  possible  to  present  some  con- 
clusive statements.  "Progress  Through  Participation:  Health  Plan- 
ning in  the  Southeast"  gives  testimony  to  the  fact  that  the  National 
Health  Planning  and  B-esources  Development  Act  is  fundamentally 
well  designed  and  has  been  capable  of  achieving  initial  desired  re- 
sults in  its  earlies  stages. 

The  information  being  released  today  in  this  document  will  focus 
on:  (1)  The  willingness  and  appropriateness  of  local  citizens,  prop- 
erly formed  in  an  HSA  governing  body  structure  as  prescribed  in 
the  current  statute,  to  maintain  their  established  role  as  health  de- 
cisionmakers; (2)  their  ability  to  represent  the  public,  be  accountable 
to  the  public  and  serve  in  the  public  interest;  and  (3)  their  ability 
to  have  a  major  impact  on  health  costs  while  insuring  the  proper 
mix  of  health  services  in  their  areas. 

Local  citizen  planners  in  all  but  3  of  the  41  Southeastern  health 
service  areas  have  already  established  health  systems  plans  and  pre- 
pared their  agencies  to  move  into  full  designation  status. 

A  major  achievement  was  the  development,  at  the  local  level,  of 
dedicated  groups  of  consumers,  providers  of  health  care,  and  public 
elected  officials  who  have  worked  diligently  to  implement  the  Na- 
tional Health  Planning  and  Resources  Development  Act.  An  essen- 
tial resource  in  the  national  health  planning  effort,  these  citizen 
groups  who  govern  the  HSA's  form  the  necessary  network  of  a 
broadly  representative  planning  capability  for  community  decision- 
making. 

In  the  Southeast,  2,500  residents — 55.5  percent  of  them  consum- 
ers— have  devoted  more  than  100,000  unpaid  hours  serving  on  HSA 
governing  bodies  since  the  agencies  became  operational  in  the  sum- 
mer of  1976.  With  the  additional  participation  of  thousands  of  other 
citizens  serving  on  subarea  councils,  task  forces,  and  various  com- 
mittees, southeastern  residents  compiled  an  18  month  record  which 
is  characterized  by  the  following  examples : 

$2.5  billion  worth  of  proposed  health  spending  was  reviewed  and 
evaluated  by  residents  serving  on  HSA  governing  bodies  and  they 
recommended  disapproval  of  235  proposals  for  spending  slightly  more 
than  $367  million  as  part  of  their  responsibilities  in  limiting  dupli- 
cative, inappropriate  and  unnecessary  health  spending.  These  fig- 
ures do  not  take  into  account  an  undetermined  but  equally  substan- 
tial sum  of  money  which  has  been  saved  through  reductions  and 
reallocations  negotiated  between  applicants  of  proposed  expenditures 
and  the  Health  Systems  Agency.  Nor  does  it  take  into  account  the 
fact  that  our  very  presence  as  a  local  reviewing  body  discourages 
much  undesirable  spending. 

In  addition  to  HSA  governing  body  members,  more  than  21,000 
other  citizens  demonstrated  their  interest  by  attending  871  public 
hearings  sponsored  by  the  agencies  in  conjunction  with  proposed 
spending  reviews  and  consideration  of  health  systems  plans. 
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Combined,  southeastern  HSA  governing  bodies,  executive  commit- 
tees and  subarea  advisory  councils  averaged  almost  a  thousand 
meetings  each  month  with  each  meeting  publicized  and  open  to  the 
public. 

The  entire  concept  of  local  decisionmaking  in  health,  a  value 
which  "Progress  Through  Participation:  *  *  *"  shows  to  be  truly 
alive  in  our  democratic  society,  has  been  enhanced  by  the  January 
18th  statement  of  HEW  Secretary  Califano  which  accompanied  the 
most  recent  draft  of  the  "National  Health  Planning  Guidelines."  The 
Secretary  acknowledged  that  HEW's  role  is  not  to  make  decisions 
but  to  establish  broad  national  standards  to  provide  general  guid- 
ance to  local  agencies.  He  stated  that  "those  ag:encies  in  turn  must 
take  HEW's  standards  and  adapt  them  to  special  local  needs  and 
conditions."  In  this  context,  HSA's  can  make  even  more  substantial 
progress  in  their  cost  containment  efforts. 

Finally,  as  "Progress  Through  Participation:  *  *  *"  has  shown, 
local  decisionmaking  is  most  cost  containment  conscious.  However, 
southeastern  residents  are  overwhelmingly  in  favor  of  improved 
positive  resource  development.  Our  HSA  directors  report  a  feeling 
of  disappointment  in  their  constituencies  that  the  national  budget 
has  not  provided  appropriations  to  activate  the  Area  Health  Service 
Development  Fund.  The  HSA's  will  not  have  sufficient  means  to 
bring  about  the  implementation  of  our  locally  developed  goals  and 
objectives  until  that  Fund  is  activated. 

Mr.  Chairman,  I  would  like  to  add  two  points  that  are  not  in  my 
prepared  statement  that  have  to  do  precisely  with  two  elements  in 
the  current  bill  under  your  consideration.  The  first  concerns  the 
selection  process  or  the  question,  who  will  elect  governing  body  mem- 
bers on  HSA  boards  and  who  will  appoint  committee  and  task  force 
members  ? 

In  almost  every  case  in  the  Southeast  the  governing  bodies  have 
exercised  this  responsibility  and  we  think  our  testimony  today 
demonstrates  the  effectiveness  of  that  role  and  of  that  model  of 
developing  the  selection  process.  We  are  aware  that  in  some  cases 
some  abuses  have  occurred  in  this  arena  but  to  legislate  for  all  to 
compensate  for  the  abuses  of  a  few  may  not  be  the  best  course.  The 
courts  have  also  decreed  that  HEW  has  the  role  of  monitoring 
abuses  in  this  regard  and  we  would  hope  that  they  could  assume 
that  role  with  greater  vigor. 

The  other  point  I  would  like  to  make  is  the  proposed  1  year  ex- 
tension of  the  legislation.  Our  agencies  feel  that  is  inadequate  if  this 
is  to  become  a  stable  program  in  our  communities.  The  confidence  on 
the  part  of  the  Congress  must  be  expressed  in  a  minimum  of  a  3-year 
extension;  otherwise,  the  stability  of  the  program  is  questionable: 
You  heard  earlier  the  report  from  the  GAO  which  talked  about  the 
ability  of  the  agencies  to  recruit  and  employ  qualified  staff.  Cer- 
tainly, only  a  1  year  extension  creates  even  greater  problems  along 
those  lines. 

My  two  associates  and  myself  will  be  pleased  to  respond  to  your 
questions. 

[Testimony  resumes  on  p.  178.] 
[The  document  referred  to  follows :] 
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Health  Planning  In  The  Southeast 


This  summary  report  on  Progress  through  Participation  presents  information  compiled  by  the 
41  Health  Systems  Agencies  serving  the  eight  Southeastern  states. 

As  are  all  records  and  data  of  Health  Systems  Agencies,  this  information  is  available  for  public 
inspection  and  copying.  Further  details  about  any  of  the  41  HSAs  may  be  requested  directly  from 
the  Executive  Director  of  the  HSA,  whose  name  and  address  is  among  those  listed  at  the  end  of 
this  report. 

Authorship  of  this  report  might  well  be  attributed  to  the  many  thousands  of  concerned  con- 
sumers and  health  care  providers  whose  dedicated  commitment  of  time  and  effort  is  responsible 
for  the  progress  and  participation  presented  on  these  pages. 
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SUMMARY 


During  the  first  year  and  a  half  of  their  designation  as  agencies  responsible  for  effective  health 
planning  in  the  41  Southeastern  health  service  areas,  Health  Systenns  Agencies  have  recorded  nota- 
ble progress.  Consumers  and  providers  of  health  care  joined  together  in  a  spirit  of  cooperation  to 
form  nonprofit  corporations,  prepare  designation  applications,  select  representative  governing 
bodies,  recruit  skilled  professional  staff,  and  participate  in  health  planning  and  resources  develop- 
ment decisions  at  the  localievel. 

Surmounting  a  series  of  continuing  challenges,  HSAs  developed  and  adopted  detailed  health 
plans  outlining  solutions  to  locally  identified  health  problems  and  needs.  Operating  with  funding 
levels  less  than  those  authorized  Jpy  the  National  Health  Planning  and  Resources  Development  Act  - 
and  moving  ahead  using  locally  developed  policies  and  procedures  based  on  the  Act,  because  of 
long  delays  in  the  publication  of  national  regulations  -  HSAs  recorded  a  significant  investment  of 
community  effort.  A  total  of  2,509  residents  served  on  HSA  governing  bodies,  devotinn  105,000 
hours  of  unpaid  personal  and  professional  time  to  the  success  of  these  important  endeavors. 

Residents  not  serving  on  HSA  governing  bodies  also  demonstrated  their  commitment  in  large 
numbers,  with  2,600  persons  serving  on  subarea  advisory  councils  and  4,000  participating  as  mem- 
bers of  various  committees,  task  forces,  technical  assistance  groups,  and  other  such  local  advisory 
and  informational  groups. 

While  handling  the  many  details  of  launching  newly  formed  locally  controlled  corporate 
entities  to  undertake  the  many  and  varied  functions  responsive  to  the  complex  requirements  of  the 
National  Health  Planning  and  Resources  Development  Act,  the  HSAs  performed  a  key  role  in 
assisting  to  restrain  rising  costs  through  their  review  activities.  Almost  two  and  a  half  billion  dollars 
worth  of  applications  and  projects  for  proposed  capital  expenditures  by  health  care  facilities  and/or 
proposed  spending  of  federal  health  dollars  were  reviewed. 

Discharging  their  responsibility  to  participate  in  limiting  duplicative,  inappropriate,  and 
unnecessary  spending,  local  residents  serving  as  HSA  governing  body  members  recommended  dis- 
approval of  235  proposals  for  spending  slightly  more  than  $367,000,000. 

Savings  in  proposed  expenditures  recommended  for  disapproval  by  the  HSAs  during  this  part 
of  the  conditional  designation  period  are  more  than  ten  times  the  amount  of  Area  Health  Services 
Development  Funds  authorized  by  the  National  Health  Planning  and  Resources  Development  Act 
for  Southeastern  HSAs  to  spend  in  assisting  in  the  planning  and  development  of  projects  and  pro- 
grams necessary  for  the  achievement  of  health  system  improvements  outlined  in  their  local  health 
plans.  These  activities  would  include  working  toward  increasing  the  accessibility,  acceptability, 
continuity,  and  quality  of  health  services.  So  far,  no  monies  have  been  appropriated  with  which  to 
support  the  authorized  Area  Health  Services  Development  Funds,  but  Southeastern  HSAs  are 
prepared  to  move  rapidly  in  implementing  the  resources  development  portion  of  the  Act,  having 
developed  a  solid  base  by  concentrating  on  the  health  planning  portion  so  far  during  the  condi- 
tional designation  period. 
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PREFACE 


This  report  briefly  summarizes  the  Progress  through  Participation  -  in  Health  Planning  in  the 
Southeast  --  that  has  been  achieved  through  the  active  involvement  of  many  thousands  of  residents 
of  the  41  Southeastern  Health  Service  Areas  during  the  past  year  and  a  half. 

As  the  Health  Systems  Agencies  move  into  full  designation  status,  these  residents  --  all  of  them 
either  consumers  or  providers  of  health  care,  many  of  them  representing  political  constituencies  as 
elected  public  officials  or  representing  various  special  interest  groups  involved  in  the  broad  spectrum 
of  health  care,  most  of  them  embracing  the  overriding  importance  of  improving  health  care  while 
cqptaining  costs  --  continue  to  donate  enormous  amounts  of  personal  and  professional  time  to 
health  planning. 

Beyond  the  compilation  of  numbers  --  numbers  of  plans  developed,  numbers  of  dollars  saved 
through  HSA  review  recommendations,  numbers  of  reviews  performed  --  the  statistics  presented  in 
this  report  reflect  a  documented  commitment  to  local  health  planning  on  the  part  of  these  thou- 
sands of  residents  and  a  dedication  to  achieving  success  in  these  important  endeavors. 

In  part,  this  report  serves  to  recognize  that  critically  important  commitment  of  interest,  time, 
and  spirit  of  cooperation  that  has  been  both  the  foundation  and  superstructure  upon  which  the 
Congressional  intent  of  the  National  Health  Planning  and  Resources  Development  Act  has  been 
implemented  in  the  Southeast. 

That  Act  --  Public  Law  93-641  --  was  signed  by  the  President  three  years  ago  this  month. 
Eighteen  months  ago,  most  of  the  HSAs  in  the  Southeast  received  their  initial  funding  from  the 
Department  of  Health,  Education,  and  Welfare. 

Progress  since  that  time  has  been  a  direct  result  of  the  Participation  of  many  more  interested 
and  concerned  citizens  than  can  be  named  in  the  space  limitations  of  this  summary  report. 


January  30,  1978 
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CHRONOLOGY 

SELECTED  EVENTS 


Public  Law  93-641,  the  "'National  Health  Planning  and  Re-  January  4,  1975 

sources  Development  Act  of  1974,"  signed  by  the  President 

Health  .Service  Areas  designated  by  the  Secretary  of  Health   September  2,  1975 

Education,  and  Welfare 

Bureau  of  Health  Planning  and  Resources  Development  (DHEW)  October  20,  1975 

issued  announcement  about  Designation  and  Funding  of  Health 
Systems  Agencies,  setting  January  19,  1976,  as  deadline  for 
applications 

DHEW  Region  IV  Office  (Atlanta,  GA)  sent  application  kits  to  November  19,  1975 

potential  Southeastern  Health  Systems  Agency  Applicants 

DHEW  published  Regulations  for  Health  Systems  Agencies  March  26,  1976 

Designation  and  Funding 

First  Health  Systems  Agenciesdesignated  by  DHEW  in  Southeast  April  1976 

Southeastern  Health  Systems  Agencies  received  initial  funding  June  1976 

from  DHEW 

Joint  Conference  Report  of  Congress  on  legislation  to  extend  July  14,  1977 

health  planning  programs  called  for  DHEW  review  of  a  number 
of  matters  concerning  the  implementation  of  Public  Law  93-641 

Public  Law  95-83,  Health  Planning  Extension,  signed  by  the  August  1,  1977 

President,  extending  programs  under  the  National  Health  Plan- 
ning and  Resources  Development  Act  through  September  30, 
1978 

DHEW  published  proposed  National  Guidelines  for  Health  ....  .  September  23,  1977 
Planning 

First  meeting  of  National  Council  on  Health  Planning  and  Devel-  September  23,  1977 

opment,  authorized  by  Public  Law  93-641  to  advise  DHEW  with 
respect  to  the  development  of  national  guidelines  for  health 
planning 
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PURPOSE 


NATIONAL  HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT  ACT  OF  1974 
Public  Law  93-641     Section  2.(b) 
PURPOSE 

"It  is  the  purpose  of  this  Act  to  facilitate  the  development  of  recommendations  for  a  national 
health  planning  policy,  to  augment  areawide  and  state  planning  for  health  services,  manpower,  and 
facilities,  and  to  authorize  financial  assistance  for  the  development  of  resources  to  further  that 
policy." 


RESPONSIBILITY 


Public  Law  93-641     Section  1513. (a) 

RESPONSIBILITY  OF  HEALTH  SYSTEMS  AGENCIES 

"Each  health  systems  agency  shall  have  as  its  primary  responsibility  the  provision  of  effective 
health  planning  for  its  health  service  area  and  the  promotion  of  the  development  within  the  area  of 
health  services,  manpower,  and  facilities  which  meet  identified  needs,  reduce  documented  ineffi- 
ciencies, and  implement  the  health  plans  of  the  agency,  for  the  purpose  of  - 

"(1)     improving  the  health  of  the  residents  of  a  health  service  area, 

"(2)  increasing  the  accessibility  (including  overcoming  geographic,  architectural,  and  trans- 
portation barriers),  acceptability,  continuity,  and  quality  of  the  health  services  pro- 
vided them, 

"(3)     restraining  increases  in  the  cost  of  providing  them  health  services,  and 
"(4)     preventing  unnecessary  duplication  of  health  resources." 
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NATIONAL  PRIORITIES 


NATIONAL  HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT  ACT  OF  1974 

Public  Law  93-641     Section  1502 

NATIONAL  HEALTH  PRIORITIES 

"The  Congress  finds  that  the  following  deserve  priority  consideration  in  the  formulation  of 
national  health  planning  goals  and  in  the  development  and  operation  of  Federal,  State,  and  area 
health  planning  and  resources  development  programs: 

"(1)  The  provision  of  primary  care  services  for  medically  underserved  populations, 
especially  those  which  are  located  in  rural  or  economically  depressed  areas. 

"(2)  The  development  of  multi-institutional  systems  for  coordination  or  consolidation  of 
institutional  health  services  (including  obstetric,  pediatric,  emergency  medical,  inten- 
sive and  coronary  care,  and  radiation  therapy  services). 

"(3)  The  development  of  medical  group  practices  (especially  those  whose  services  are 
appropriately  coordinated  or  integrated  with  institutional  health  services),  health 
maintenance  organizations,  and  other  organized  systems  for  the  provision  of  health 
care. 

"(4)     The  training  and  increased  utilization  of  physician  assistants,  especially  nurse  clinicians. 

"(5)  The  development  of  multi-institutional  arrangements  for  the  sharing  of  support  ser- 
vices necessary  to  all  health  service  institutions./ 

"(6)  The  promotion  of  activities  to  achieve  needed  improvements  in  the  quality  of  health 
services,  including  needs  identified  by  the  review  activities  of  Professional  Standards 
Review  Organizations  under  part  B  of  title  XI  of  the  Social  Security  Act. 

"(7)  The  development  by  health  service  institutions  of  the  capacity  to  provide  various 
levels  of  care  (including  intensive  care,  acute  general  care,  and  extended  care)  oh  a 
geographically  integrated  basis. 

"(8)  The  promotion  of  activities  for  the  prevention  of  disease,  including  studies  of  nutri- 
tional and  environmental  factors  affecting  health  and  the  provision  of  preventive 
health  care  services. 

"(9)  The  adoption  of  uniform  cost  accounting,  simplified  reimbursement,  and  utilization 
reporting  systems  and  improved  management  procedures  for  health  service  institutions. 

"(10)  The  development  of  effective  methods  of  educating  the  general  public  concerning 
proper  personal  (including  preventive)  health  care  and  methods  for  effective  use  of 
available  health  services." 
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LOCAL  PRIORITIES 


All  but  three  of  the  Southeastern  HSAs  have  already  developed  and  established  local  health 
plans--  called  health  systems  plans  (long-range  goals)  and  annual  implementation  plans  (short-range 
objectives)  -  in  each  of  the  health  service  areas. 

In  accord  with  the  provisions  of  the  National  Health  Planning  and  Resources  Development 
Act,  each  of  these  plans  includes  "a  detailed  statement  of  goals  describing  a  healthful  environment 
and  health  systems  in  the  area  which,  when  developed,  will  assure  that  quality  health  services  will 
be  available  and  accessible  in  a  manner  which  assures  continuity  of  care,  at  reasonable  cost,  for  all 
residents  of  the  area,  and  which  are  responsive  to  the  unique  needs  and  resources  of  the  area." 

Local  health  plans  will  also  take  into  account  and  be  consistent  with  the  national  guidelines 
for  health  planning  policy  respecting  supply,  distribution,  and  organization  of  health  resources  and 
services,  when  those  national  guidelines  are  finally  issued.  Local  priorities  are  established  by  resi- 
dents at  the  health  service  area  level,  and  as  pointed  out  recently  by  the  Secretary  of  HEW,  "the 
local  plans  should,  and  indeed  must,  recognize  special  local  circumstances  and  requirements,  and 
the  guidelines  will  provide  for  recognizing  such  circumstances." 

Mrs.  Sally  Berger,  Chairperson  of  the  National  Council  on  Health  Planning  and  Development, 
established  by  Congress  to  advise  the  Secretary  of  HEW  about  the  development  of  national  guide- 
lines, was  quoted  as  noting  recently  that  "The  strength  of  national  health  planning  will  come  not 
from  rigid  requirements  from  above,  but  by  flexible  national  guidelines,  which  local  circumstances 
and  special  needs  can  modify  or  augmen-t  at  the  local  level." 

Concurrence  with  the  local  priority  approach  was  again  reiterated  by  the  U.S.  House  of 
Representatives  early  in  December  1977  when  it  voted  357-0  to  approve  a  resolution  expressing  the 
sense  of  Congress  that  national  health  planning  guidelines  must  assure  sufficient  flexibility  for 
Health  Systems  Agencies  to  vary  from  the  guidelines  in  developing  their  local  plans. 

Extensive  local  data  analyses  and  coordinated  opportunities  for  insuring  the  participation  of 
residents  are  key  ingredients  used  by  the  Southeastern  HSAs  in  making  certain  that  their  health 
plans  contain  local  priorities  responsive  to  the  unique  local  needs  identified  by  residents  of  the 
communities  and  areas  they  serve. 
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HEALTH  SYSTEMS  AGENCIES 


All  of  the  Southeastern  HSAs  are  nonprofit  corporations  formed  expressly  for  the  purpose  of 
engaging  in  health  planning  and  development  functions,  with  governing  bodies  whose  members  are 
all  health  service  area  residents  serving  without  pay.  During'the  first  year  and  a  half  of  the  period 
of  conditional  designation,  55.5  percent  of  the  residents  who  served  on  HSA  governing  bodies  in 
the  Southeast  have  been  consumers,  with  the  remaining  44.5  percent  of  the  members  being  provi- 
ders of  health  care. 

Southeastern  health  service  areas,  designated  by  the  Secretary  of  HEW  on  September  2,  1975, 
range  in  population  size  from  217,000  to  2,345,000.  Slightly  more  than  half  of  the  health  service 
areas  in  the  Southeast  have  fewer  than  750,000  residents  each.  Five  of  the  areas  have  boundaries 
encompassing  parts  of  two  states  and  one  health  service  area  includes  an  entire  state  (Mississippi). 

Seventeen  of  the  Southeastern  HSAs  are  new  entities,  formed  by  interested  consumers,  pro- 
viders, and  public  elected  officials  specifically  for  the  purpose  of  undertai<ing  health  planning  and 
development  functions.  They  mostly  serve  geographic  areas  where  no  areawide  comprehensive 
health  planning  activities  had  been  initiated  previously.  The  other  24  Southeastern  HSAs  are 
corporations  newly  formed  under  the  provisions  of  the  National  Health  Planning  and  Resources 
Development  Act,  but  with  a  background  of  experience  and  previous  areawide  involvement  through 
predecessor  community  planning  groups  such  as  comprehensive  health  planning  agencies. 

The  41  Southeastern  HSAs  are  listed  by  state  beginning  on  page  17,  together  with  their 
addresses  and  the  names  of  their  Executive  Directors. 
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PROGRESS 

Planning 

During  the  past  year  and  a  half,  Southeastern  HSAs  assembled  data  and  analyzed  the  status  of 
the  health  of  residents,  the  status  of  the  health  care  systenn,  patterns  of  utilization  of  health  re- 
sources, and  other  factors.  With  the  participation  of  health  service  area  residents,  results  of  these 
analyses  were  combined  with  community  perceptions  of  health  needs  to  establish  local  goals  and 
objectives. 

Detailed  health  plans  and  work  programs  for  achieving  those  community-identified  goals  and 
priorities  have  been  developed  already  for  38  of  the  41  health  service  areas  in  the  Southeast.  Copies 
of  the  plans  were  made  widely  available  throughout  the  areas  for  review  and  use  by  consumers, 
providers  of  health  services,  government  agencies,  and  other  planning  and  development  organi- 
zations. 


Before  the  adoption  of  their  health  plans,  the  Southeastern  HSAs  conducted  213 
widely  publicized  public  hearings  to  obtain  comment  and  suggestions.  At  least  30 
days  prior  to  the  public  hearings,  the  HSAs  published  in  area  newspapers  notices  of 
consideration  of  the  proposed  plans,  the  time  and  place  of  the  public  hearings,  the 
place(s)  at  which  interested  persons  could  review  the  draft  plans  in  advance  of  the 
public  hearings,  and  the  place  and  time  during  which  written  comments  could  be 
submitted  to  the  HSAs. 


•  Besides  the  1,200  HSA  governing  body  members  who  were  present  at  the  public 
hearings  about  the  proposed  health  plans,  5,500  other  interested  residents  partici- 
pated in  this  process  through  attendance  at  these  hearings. 

•  In  addition  to  developing  appropriate  informal  working  relationships  with  various 
community  groups,  government  agencies,  health  providers,  and  other  planning  and 
development  organizations.  Southeastern  HSAs  prepared  and  signed  formal  mem- 
orandums of  agreement  with  a  total  of  412  organizations  and  agencies  to  insure 
coordination  of  planning  efforts. 

These  included  State  Health  Planning  and  Development  Agencies,  Professional 
Standards  Review  Organizations,  End-Stage  Renal  Disease  Network  Coordinating 
Councils,  Councils  of  Government,  Area  Planning  and  Development  Commissions, 
and  other  health  systems  agencies.  These  memorandums  have  formed  the  founda- 
tion for  cooperation  and  mutual  accountability  among  the  many  tax-supported  and 
private  planning  efforts  operating  at  the  local,  state,  and  national  levels. 
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PROGRESS 

Implementation 

Although  delays  in  publishing  DHEW  regulations  affected  the  overall  review  process,  most 
Southeastern  HSAs  entered  this  activity  early  in  their  conditional  designation  period,  basing  their 
reviews  on  statewide  plans  that  stemmed  from  earlier  comprehensive  health  planning  efforts  and 
local  review  processes  undertaken  in  conjunction  with  federally  funded  health  programs  such  as 
Medicare. 

During  the  first  year  and  a  half  of  operation.  Southeastern  HSAs  reviewed  2,943  applications 
or  projects  for  proposed  capital  expenditures  by  health  care  facilities  and/or  proposed  spending  of 
federal  health  dollars. 

Proposed  spending  totaled  $2,495,000,000,  with  the  HSAs  recommending  disapproval  in  235 
instances  whose  proposed  spending  added  up  to  $367,180,000.  These  figures  do  not  include 
applications  or  project  proposals  whose  formal  filing  was  withdrawn  or  modified  after  HSA  advice 
and  consultation  with  potential  applicants. 

•  Six  hundred  and  fifty-eight  public  hearings  were  conducted  by  the  Southeastern 
HSAs  in  conjunction  with  reviews  of  applications  or  projects  for  proposed  capital 
expenditures  and/or  proposed  spending  of  federal  health  dollars.  Sixteen  thousand 
interested  residents  attended  these  public  hearings  to  take  advantage  of  the  oppor- 
tunities to  participate  in  the  process  of  local  decision-making  about  health  care 
expenditures  affecting  their  communities. 

•  Southeastern  HSAs  have  assisted  in  the  development  and  preparation  of  513  grant 
or  contract  applications  and/or  projects  designed  to  improve  health  in  their  health 
service  areas.  At  the  time  of  this  report,  304  such  projects  and  applications  had  been 
approved  for  funding  and  implementation  by  various  federal  and  other  health 
program  support  sources. 

•  In  all.  Southeastern  HSAs  responded  to  2,679  requests  for  technical  assistance 
during  the  first  year  and  a  half  of  the  conditional  designation  period.  Besides  this 
type  of  participation  in  community  health  planning  and  development  endeavors, 
the  HSAs  served  as  a  central  community  source  of  health  and  related  planning 
statistics,  providing  in  this  short  time  period  the  answers  to  7,000  requests  for 
information  and  data. 
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PARTICIPATION 


People 

During  the  past  eighteen  months,  2,509  residents  participated  in  the  health  planning  and 
development  process  as  elected  or  appointed  members  of  Southeastern  HSA  governing  bodies. 
According  to  definitions  in  the  National  Health  Planning  and  Resources  Development  Act,  55.5 
percent  of  these  participants  are  classified  as  consumers,  the  other  44.5  percent  as  providers  of 
health  care. 

A  total  of  365  public  elected  officials  served  as  members  of  Southeastern  HSA  governing 
bodies.  Public  elected  officials  are  grouped  by  DHEW  regulations  into  a  special  category  of  govern- 
ing body  membership  that  includes  1)  representatives  of  public  agencies  concerned  with  health, 
2)  public  elected  officials,  and  3)  other  representatives  of  governmental  authorities.  All  together, 
persons  representing  the  three  types  of  membership  in  this  special  category  were  limited  by  DHEW 
regulation  to  not  more  than  33.3  percent  of  the  total  governing  body  membership.  During  this 
part  of  the  conditional  designation  period,  public  elected  officials  alone  comprised  14.6  percent 
of  the  individuals  who  served  on  Southeastern  HSA  governing  bodies. 

A  number  of  approaches  have  been  adopted  by  the  Southeastern  HSAs  to  provide  opportu- 
nities for  participation'  of  those  individuals  who  were  not  elected  or  appointed  to  the  HSA  govern- 
ing bo'dies  during  this  particular  period  of  operation.  This  report  section  describes  some  of  those 
approaches,  and  the  section  on  Public  information  further  details  activities  undertaken  to  provide 
and  promote  opportunities  for  participation.  These  activities  are  in  keeping  with  the  desire  recently 
reiterated  by  DHEW  to  maintain  an  HSA  commitment  to  encourage  public  involvement  in  the 
planning  process.  Early  DHEW  guidance  to  HSA  applicants  (November  1975)  established  the  need 
for  this  commitment  by  pointing  out:  "Because  of  the  composition  requirements  required  by 
statute,  it  may  be  very  difficult  to  assure  that  each  organization  which  is  of  the  opinion  that  it 
should  have  one  or  more  representatives  on  the  governing  body  indeed  has  such  representation. 
However,  through  rotation  of  membership,  community  involvement,  public  meetings,  letters,  access 
to  members  of  the  governing  body,  etc.,  there  are  means  for  viable  input  from  'unrepresented 
agencies'  in  the  decision-making  of  the  governing  body." 


HSA  governing  bodies  in  17  of  the  Southeastern  health  service  areas  decided  to 
form  subarea  advisory  councils,  as  permitted  by  the  National  Health  Planning  and 
Resources  Development  Act.  A  total  of  2,650  residents  (54.8  percent  consumers) 
participated  in  the  health  planning  and  development  process  through  this  avenue. 
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Besides  the  5,159  residents  who  served  on  governing  bodies,  executive  committees, 
and  subarea  advisory  councils,  the  Southeastern  HSAs  had  the  benefit  of  active 
participation  of  4,000  other  residents  (non-governing  body  members)  on  various 
committees,  task  forces,  technical  assistance  groups,  and  other  such  advisory  and 
informational  participating  groups. 

Southeastern  HSA  governing  bodies  gathered  to  conduct  business  a  total  of  690 
times  during  the  first  year  and  a  half  of  operation,  more  than  twice  the  minimum 
number  of  meetings  required  by  their  conditional  designation  agreements.  Atten- 
dance at  these  meetings  -  all  open  to  the  public  -  included  a  total  of  14,000 
governing  body  members  plus  10,500  other  interested  consumers,  providers,  and 
public  elected  officials. 

Twenty-two  thousand  and  three  hundred  residents  chose  to  confirm  their  interest 
in  participating  in  the  health  planning  and  development  process  by  attending  the 
1,007  meetings  of  the  Southeastern  HSA  governing  body  executive  committees  and 
subarea  advisory  councils. 
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PARTICIPATION 

Time 

All  told,  during  the  past  year  and  a  half,  Southeastern  health  service  area  residents  contribu- 
ted 204,000  hours  of  personal  and  professional  time  to  HSA  activities,  exclusive  of  preparation 
and  travel  time.  Such  time  includes  that  of  governing  body  members  and  other  interested  residents 
while  participating  in  governing  body  meetings,  executive  committee  and  other  committee  meet- 
ings, task  force  and  technical  assistance  group  workshops,  orientation  and  training  sessions,  and 
subarea  advisory  council  meetings. 

For  purposes  of  considering  the  total  investment  of  time  and  effort  voluntarily  contributed 
to  participation  in  the  health  planning  and  development  process,  these  hours  combine  to  reflect 
a  total  of  106  years  of  participation,  calculated  using  a  40-hour  work  week.  These  figures  do  not 
include  the  vast  investment  of  time  spent  by  residents  participating  in  the  871  public  hearings  held 
in  conjunction  with  HSA  reviews  and  health  plan  development,  nor  do  they  include  the  time 
spent  in  931  public  informational  and  educational  forums. 

Because  of  the  large  geographic  size  of  the  health  service  areas  served  by  most  Southeastern 
HSAs,  participants  have  logged  thousands  of  hours  traveling  hundreds  of  thousands  of  miles  to 
come  together  to  discharge  their  responsibilities  in  the  health  planning  and  development  process. 
They  have  also  spent  a  significant  amount  of  time  reading  and  studying  materials  to  be  fully 
prepared  to  accomplish  their  duties  effectively. 

It  is  impossible  to  calculate  the  total  dollar  value  of  all  the  volunteer  time  invested  by  resi- 
dents in  these  endeavors.  This  is  especially  so  in  light  of  the  wide  range  of  participant  incomes  and 
in  recognition  of  the  critical  importance  of  the  non-monetary,  non-measurable  contribution  of 
experience  and  insight  offered  by  the  broad  representation  of  community  interests  across  the 
range  of  retired  persons,  government  workers,  low-income  families,  students,  business  and  industry 
representatives,  housewives,  health  care  professionals,  and  many,  many  others. 

•  A  total  of  49,800  hours  were  spent  by  Southeastern  HSA  governing  body  members 
in  attendance  at  governing  body  meetings,  exclusive  of  preparation  time  for  study 
of  advance  meeting  materials,  and  not  counting  travel  time  to  and  from  the 
meetings. 

•  Attendance  of  governing  body  members  at  Southeastern  HSA  executive  committee 
meetings,  again  exclusive  of  preparation  and  travel  time,  totalled  an  investment  of 
11,250  hours. 
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Governing  body  member  attendance  at  meetings  other  than  governing  body  and 
executive  committee  meetings  required  a  total  of  43,900  hours,  not  counting 
preparation  and  travel  time.  Such  meetings  included  work  of  the  nominating 
committees,  public  information  committees,  community  relations  committees, 
task  forces  and  technical  assistance  groups.  This  commitment  of  time  was  in  addi- 
tion to  governing  body  member  attendance  at  public  hearings,  meetings,  forums,^ 
educational  sessions,  speaking  engagements,  and  so  forth. 


In  the  17  Southeastern  HSAs  whose  governing  bodies  decided  to  form  subarea 
advisory  councils,  members  of  those  councils  spent  a  total  of  51,300  hours  in 
council  meeting  attendance,  not  counting  preparation  or  travel  time. 

Residents  other  than  those  serving  on  Southeastern  HSA  governing  bodies  recorded 
47,600  hours  in  HSA  committee,  task  force,  technical  assistance  group,  and  similar 
working  group  activities,  exclusive  of  preparation  and  travel  time. 
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PUBLIC  INFORMATION 


Each  of. the  Southeastern  HSAs  adopted  and  published  --  in  generally  circulated  newspapers 
throughout  its  health  service  area  --  official  notices  of  policies  and  procedures  for  nnaking  its  records 
and  data  available  to  the  public  for  inspection  and  copying.  Available  through  these  policies  and 
procedures  are  all  HSA  records  and  data  made  or  received  by  the  HSAs  in  connection  with  their 
performance  of  HSA  functions,  and  retained  as  evidence  of  the  HSA's  functions,  policies,  decisions, 
procedures,  operations,  programs,  and  other  health  planning  and  development  activities. 

Each  Southeastern  HSA  also  prepared  arid  widely  distributed  an  Annual  Report  concerning 
its  activities.  These  Annual  Reports  were  sent  to  all  public  libraries  throughout  the  health  service 
areas,  and  to  the  1,300  newspapers,  1,200  radio  stations,  and  250  television  stations  serving  resi- 
dents of  the  Southeast.  Official  notices  announcing  the  availability  of  the  Annual  Reports  at  no  cost 
upon  request  were  published  in  newspapers  in  each  health  service  area.  The  Annual  Reports  in- 
cluded the  health  plans  developed  by  the  HSAs;  detailed  descriptions  of  HSA  progress  in  meeting 
the  objectives  of  its  work  program;  a  list  of  the  HSA  income,  expenses,  assets,  and  liabilities;  a  list 
of  residents  serving  as  members  of  the  HSA  governing  body  and  executive  committee;  and  the 
names  of  the  HSA  staff. 

•  Southeast  HSAs  sponsored  931  local  gatherings  and  forums  as  informational,  edu- 
cational, and  participatory  local  health  planning  and  development  sessions.  These 
were  in  addition  to  the  public  hearings  for  input  on  drafts  of  proposed  health  plans, 
public  hearings  in  conjunction  with  reviews  of  proposed  spending,  and  governing 
body  and  executive  committee  meetings.  A  total  of  14,600  residents  attended  these 
local  sessions  to  obtain  information  and  to  express  their  opinions  and  make  sugges- 
tions regarding  health  matters  in  their  communities. 

•  As  another  approach  to  encouraging  participation  of  residents,  HSA  representatives 
fulfilled  1,800  speaking  engagements  to  civic,  fraternal,  government,  professional, 
community,  and  other  organizations,  associations,  groups  and  clubs.  In  all,  more 
than  65,000  consumers,  providers  of  health  care,  and  public  elected  officials  com- 
prised the  audiences  for  these  presentations,  which  usually  included  detailed 
question/answer  sessions.  These  presentations  were  in  add'tion  to  the  3,500  public 
hearings,  public  meetings,  governing  body  meetings,  executive  committee  meetings, 
and  subarea  advisory  council  meetings  sponsored  by  the  HSAs. 
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As  more  and  more  individuals  and  organizations  took  advantage  of  the  many  op- 
portunities to  participate  in  the  health  planning  and  development  process.  South- 
eastern HSA  mailing  lists  grew  to  include  -  according  to  actual  count  as  of  Jan- 
uary 1,  1978  -  a  total  of  50,185  addressees.  During  this  portion  of  the  conditional 
designation  period,  HSAs  used  the  direct  mail  approach  5,700  times,  sending 
announcements  and  notices  to  mailing  list  addressees  as  a  supplement  to  regular 
media  news  releases  and  paid  advertisements. 

Specialized  newsletters  containing  key  information  about  the  health  planning  and 
development  process  and  opportunities  for  participation  were  prepared  regularly 
by  the  Southeastern  HSAs,  and  a  total  of  400  issues  (with  each  issue  representing 
as  many  as  several  thousand  copies)  were  sent  free  to  thousands  of  individuals, 
organizations  and  agencies  throughout  the  health  service  areas. 

Local  media  outlets  participating  in  the  health  planning  and  development  process 
in  the  Southeast  include  1,300  newspapers,  1,200  radio  stations,  and  250  television 
stations.  During  the  past  18  months.  Southeastern  HSAs  prepared  2,500  news 
releases  for  use  by  media  outlets  as  part  of  the  overall  approach  to  informing  the 
community  and  stimulating  further  interest  and  involvement  in  HSA  activities.  In 
addition,  local  media  outlets  regularly  prepared  their  own  news  stories  and  editori- 
als covering  HSA  activities,  and  HSA  representatives  appeared  often  on  radio  and 
television  programs  to  discuss  their  planning  efforts  and  to  answer  questions. 


Besides  the  free  publicity  obtained  by  the  HSAs,  3,000  paid  newspaper  advertise- 
ments were  purchased  to  carry  out  the  public  notice  requirements  of  the  National 
Health  Planning  and  Resources  Development  Act,  insuring  community  awareness  of 
meeting  dates  and  locations,  public  hearing  information,  availability  of  HSA 
records  and  data,  availability  for  public  review  of  proposed  and  final  plans  and  HSA 
applications  for  designation.  Annual  Reports,  and  related  announcements. 
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WHAT  NEXT? 


Without  regard  to  race,  creed,  age,  sex,  or  occupation,  all  residents  share  in  having  some  fornn 
of  health  status  --  they  are  either  well  or  ill,  handicapped  or  handicap-free,  physically  and  mentally 
healthy  or  disabled.  A  majority  of  residents  also  share  in  paying  for  the  health  care  system  through 
which  services  are  received,  either  through  payment  of  taxes,  insurance  premiums,  employment 
fringe  benefits,  or  direct  payment  for  care. 

Now,  through  the  network  of  health  systems  agencies,  more  and  more  residents  are  also 
sharing  the  responsibility  and  authority  for  shaping  the  health  care  delivery  system  and  ultimately 
influencing  the  effect  of  that  system  on  their  health. 

Early  in  1978,  activities  will  be  undertaken  to  consider  the  extension  of  this  national  program 
of  locally  controlled  health  planning  and  resources  development  when  current  legislative  authority 
expires  September  30,  1978. 

Significant  progress  has  been  made  in  the  year  and  a  half  since  DHEW  provided  initial  opera- 
ting funds  to  the  HSAs,  notwithstanding  continuing  delays  in  the  issuance  of  regulations  and  limited 
HSA  funding.  The  HSAs  have  operated  during  the  conditional  designation  period  with  far  less  than 
the  annual  50  cents  per  capita  authorized  by  PL  93-641 . 

Moreover,  Congress  has  not  yet  appropriated  any  monies  for  the  Area  Health  Services  Devel- 
opment Fund  authorized  by  the  National  Health  Planning  and  Resources  Development  Act. 
PL  93-641  authorized  slightly  more  than  $35,000,000  in  Area  Health  Services  Development  Funds 
with  which  Southeastern  HSAs,  are  to  make  grants  and  contracts  -  in  accordance  with  local  priori- 
ties established  in  their  plans  -  to  public  and  nonprofit  private  entities  to  assist  in  the  planning  and 
development  of  projects  and  programs  which  the  HSAs  determine  are  necessary  for  the  achievement 
of  the  health  system  described  in  their  plans.  Assuming  these  funds  are  appropriated  for  the  pro- 
gram by  Congress,  the  HSAs  will  initiate  this  resource  development  activity  as  part  of  their  early 
full  designation  responsibilities. 

Full  designation  will  also  bring  greater  review  responsibilities,  as  the  HSAs  begin  to  review  all 
institutional  health  services  offered  in  their  health  service  areas,  and  make  recommendations  re- 
specting the  appropriateness  of  such  services.  Moreover,  the  HSAs  will  review  and  make  recommen- 
dations respecting  the  need  for  new  institutional  health  services  proposed  to  be  offered  or  de- 
veloped in  their  health  service  areas. 

Perhaps  the  greatest  resource  developed  during  this  part  of  the  conditional  designation  period 
is  the  interest  and  participation  generated  among  so  many  different  segments  of  the  population  for 
whom  the  HSAs  exist.  Continued  application  of  this  resource  should  result  in  even  more  effective 
accomplishment  of  the  goals  of  the  National  Health  Planning  and  Resources  Development  Act  if 
and  as  Congress  moves  to  appropriate  sustaining  operational  funds  and  DHEW  progresses  in  its 
development  and  publication  of  regulations. 
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HSA  ADDRESS  LISTING 

Southeastern 
Health  Systems  Agencies 
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ALABAMA 


Alabama  Health  Service  Area  1 

North  Alabama  HSA 
Huntsville-Madison  County  Jetport 
P.O.  Box  6145 
Huntsville,  AL  35846 

Executive  Director: 

Dennis  Q.  '^oheim 


Alabama  Health  Service  Area  2 

West  Alabama  Health  Council,  Inc. 
P.O.  Box  1488 
Tuscaloosa,  AL  35401 

Executive  Director: 

Dr.  Elizabeth  Cleino 


Alabama  Health  Service  Area  3 

Birmingham  Regional  HSA,  Inc. 
1612  10th  Avenue  South 
Birmingham,  AL  35205 

Executive  Director: 

Albert  H.  Rohling 


Alabama  Health  Service  Area  4 

Health  Systems  Agency 
P.O.  Box  264 
Gadsden,  AL  35902 

Executive  Director: 

John  A.  Brown 


Alabama  Health  Service  Area  5 

Southeast  Alabama  HSA 
P.O.  Box  11292 
Montgomery,  AL  361 1 1 

Executive  Director: 

David  W.  Carter 


Alabama  Health  Service  Area  6 

Southwest  Alabama  Health  Planning  Council 
812  Downtowner  Boulevard,  Suite  E 
Mobile,  AL  36609 

Executive  Director: 

Jeff  Caskey 


Alabama  Health  Service  Area  7 

(See  Georgia  Area  5) 


FLORIDA 


Florida  Health  Service  Area  1 


Florida  Health  Service  Area  2 


Florida  Panhandle  HSA,  Inc. 
812  West  11th  Street 
Panama  City,  PL  32401 
Executive  Director: 
Gregory  R.  Shanika 


North  Central  Florida  Health  Planning 

Council,  Inc. 
2002  N.W.  13th  Street,  Suite  103 
Gainesville,  FL  32601 

Executive  Director: 

P.  Jan  Hughey 
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Florida  Health  Service  Area  3 

HSA  of  Northeast  Florida  Area  III,  Inc. 
1045  Riverside  Avenue,  Suite  260 
Jacksonville,  FL  32204 

Executive  Director: 

Fred  J.  Huerkamp,  Jr. 


Florida  Health  Service  Area  5 

HSA  of  East  Central  Florida,  Inc. 
924  N.  Magnolia  Ave. 
P.O.  Box  6061-B 
Orlando,  FL  32803 

Executive  Director: 

John  W.  Beaton,  Jr. 


Florida  Health  Service  Area  4 

Florida  Gulf  HSA,  Inc. 
The  Bullard  Executive  Center 
10051  Fifth  Street  N.,  Suite  253 
St.  Petersburg,  FL  33702 

Executive  Director: 

Edward  L.  Perrine 

Florida  Health  Service  Area  6 

South  Central  Florida  Health  Systems 

Council,  Inc. 
P.O.  Box  1106 
1390  Main  Street,  Suite  730 
Sarasota,  FL  33678 

Executive  Director: 

Dr.  Patricia  Paulson 


Florida  Health  Service  Area  7 


Florida  Health  Service  Area  8 


Health  Planning  Council,  Inc. 
4423  Westroad  Drive 
West  Palm  Beach,  FL  33407 
Executive  Director: 
Richard  D.  Warfield 


Health  Planning  &  Development  Council 
1 164  East  Oakland  Park  Blvd. 
Ft.  Lauderdale,  FL  33301 

Executive  Director: 

Clifford  Anderson,  Jr. 


Florida  Health  Service  Area  9 

HSA  of  South  Florida 

3050  Biscayne  Blvd.,  Suite  601 

Miami,  FL  33137 

Executive  Director: 

Robert  T.  Jones 


GEORGIA 


Georgia  Health  Service  Area  1 

(See  Tennessee  Area  3) 


Georgia  Health  Service  Area  2 

Appalachian  Georgia  HSA 

P.O.  Box  829 

Cartersville,  GA  30120 
Executive  Director: 
Charles  P.  McJunkin 
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Georgia  Health  Service  Area  3 

North  Central  Georgia  HSA,  Inc. 
Kennesaw  Life  Building,  Suite  700 
1447  Peachtree  Street,  N.E. 
Atlanta,  GA  30309 

Executive  Director: 

Robert  A.  Youngerman 

Georgia  Health  Service  Area  5 

HSA  of  Central  Georgia,  Inc. 

P.O.  Box  2305 

Warner  Robins,  GA  31093 

Executive  Director: 

Don  J.  Trantow 

Georgia  Health  Service  Area  7 

Southeast  Georgia  HSA,  Inc. 
P.O.  Box  1455 
Brunswick,  GA  31520 

Executive  Director: 

Pat  Jansen 


Georgia  Health  Service  Area  4 

East  Central  Georgia  HSA,  Inc. 

Georgia  Railroad  Bank  Building 

Suite  1114 

Augusta,  GA  30902 
Executive  Director: 
William  T.  McKettrick 

Georgia  Health  Service  Area  6 

Southwest  Georgia  HSA,  Inc. 
P.O.  Box  4229 
Albany,  GA  31706 

Executive  Director: 

Alex  Kemp 


KENTUCKY 


Kentucky  Health  Service  Area  1 

Kentucky  HSA  West,  inc. 
1941  Bishop  Lane,  Suite  401 
Louisville,  KY  40218 

Executive  Director: 

Laurel  True 

Kentucky  Health  Service  Area  3 

(See  Ohio  Area  1) 


Kentucky  Health  Service  Area  2 

East  Kentucky  HSA,  Inc. 
P.O.  Drawer  557 
Winchester,  KY  40391 

Executive  Director: 

Tony  Goetz 


MISSISSIPPI 

Mississippi  HSA,  Inc. 

Watkins  Building,  Suite  400 
510  George  Street 
Jackson,  MS  39201 

Executive  Director: 

Philip  W.  Laird 


20 


176 


NORTH  CAROLINA 


North  Carolina  Health  Service  Area  1 


Western  North  Carolina  HSA,  Inc. 
One  Northsquare 
Morganton,  NC  28655 

Executive  Director: 

Charles  M.  Moeller 


North  Carolina  Health  Service  Area  2 


Piednnont  HSA,  Inc. 
2120  Pinecroft  Road 
Greensboro,  NC  27407 

Executive  Director: 

Ned  B.  Clark 


North  Carolina  Health  Service  Area  3 


Southern  Piedmont  HS_A 

One  Charlottetown  Center,  Suite  425 

1300  Baxter  Street 

P.O.  Box  4588 

Charlotte,  NC  28204 

Executive  Director: 

Eugene  Goeller 


North  Carolina  Health  Service  Area  4 


Capital  HSA,  Inc. 
501  Willard  Street 
Durham,  NC  27701 
Executive  Director: 
George  M.  Stockbridge 


North  Carolina  Health  Service  Area  5 


Cardinal  HSA,  Inc. 
202  West  27th  Street 
Lumberton,  NC  28358 
Executive  Director: 
Gary  L.  Jennings 


North  Carolina  Health  Service  Area  6 


Eastern  Carolina  HSA 
Suite  405,  Minges  Building 
P.O.  Drawer  7306 
Greenville,  NC  27834 

Executive  Director: 

Roy  Selby 


OHIO  / 

Ohio  Health  Service  Area  1 

Health  Planning  &  Resources  Development 

Association  of  Central  Ohio  River  Valley 
19  Garfield  Place,  Suite  700 
Cincinnati,  OH  45202 

Executive  Director: 

James  Sandmann 


(Ohio  Health  Service  Area  1  includes  parts 
of  Kentucky  Congressional  Districts  4  and  6) 
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SOUTH  CAROLINA 


South  Carolina  Health  Service  Area  1 

South  Carolina  Appalachian  Health  Counci 
211  Century  Drive,  Building  D 
P.O.  Box  6708 
Greenville,  SC  29606 

Executive  Director: 

James  F.  Keasler 


South  Carolina  Health  Service  Area  2 

Three  Rivers  HSA,  Inc. 
3325  Medical  Park  Road 
Columbia,  SC  29203 

Executive  Director: 

Dennis  Caldwell 


South  Carolina  Health  Service  Area  3 

Pee  Dee  Reg  HSA,  Inc. 
P.O.  Box  5959 
Florence,  SC  29502 

Executive  Director: 

W.  L.  Moore,  Jr. 


South  Carolina  Health  Service  Area  4 

Palmetto-Lowcountry  HSA,  Inc. 
107  West  6th  North  Street 
Summerville,  SC  29483 

Executive  Director: 

Lynn  Beasley 


TENNESSEE 


Tennessee  Health  Service  Area  1 

Appalachian  Regional  Center  for  the 

Healing  Arts 
P.O.  Box  3520 
Johnson  City,  TN  37601 

Executive  Director: 

Ray  Orren 

Tennessee  Health  Service  Area  3 

Georgia-Tennessee  Regional  Health 

Commission 
201  Zayre  Building 
401  West  9th  Street 
Chattanooga,  TN  37402 

Executive  Director: 

Harry  D.  Shrago 

Tennessee  Health  Service  Area  5 

West  Tennessee  Health  Improvement 

Association,  Inc. 
1804  Highway  45  Bypass 
Watkins  Towers,  Suite  304 
Jackson,  TN  38301 

Executive  Director: 

Ronald  Reid 


Tennessee  Health  Service  Area  2 

East  Tennessee  Health  Improvement 

Council,  Inc. 
10903  Lake  Ridge  Road 
Knoxville,  TN  37922 

Executive  Director; 

Robert  Johnson 

Tennessee  Health  Service  Area  4 

Middle  Tennessee  HSA,  Inc. 

2  International  Plaza  Drive,  Suite  200 

Nashville,  TN  37217 

Executive  Director: 

Robert  E.  Norris 


Tennessee  Health  Service  Area  6 

Mid-South  Medical  Center  Council 

Medical  Center  Towers  Building 

Suite  1200 

969  Madison  Avenue 

Memphis,  TN  38104 

Executive  Director: 

Norman  L.  Casey 
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Mr.  KoGERS.  Thank  you  very  much. 

I  commend  you  on  doing  this  study;  it  shows  considerable  more 
progress  than  is  indicated  in  the  General  Accounting  Office  study. 
Mr.  Kholing.  Yes,  sir. 

Mr.  Rogers.  And  you  would  indicate  what,  about  14.5  to  15  per- 
cent of  capital  investment  reviewed  have  been  disapproved? 

Mr.  RoHLiNG.  That  is  correct.  Our  figures  are  now  showing  15 
percent  and  again  I  would  like  to  reiterate  that  that  really  does  not 
represent  the  cost  savings  totally.  There  are  other  factors  such  as 
the  

Mr.  Rogers.  Negotiated. 

Mr.  RoHLiNG.  Yes. 

Mr.  Rogers.  Why  don't  you  build  150  instead  of  300  beds? 
Mr.  Rohling.  That  is  correct. 

Mr.  Rogers.  Well,  I  think  any  information  you  can  supply  to  us 
of  that  nature  as  you  continue  to  look  at  the  HSA's  would  be  help- 
ful to  the  committee. 

Should  each  HSA  prepare  a  budget  and  submit  it? 

Mr.  Rohling.  Yes,  sir ;  we  think  that  is  a  good  approach.  I  think 
our  agencies  are  in  favor  of  submitting  budgets.  We  in  fact  do 
submit  budgets.  The  budgeting  process  has  been  sort  of  readjusted 
every  so  often  over  the  last  several  years.  We  would  not  be  opposed 
at  all  to  submitting  budgets,  letting  our  requirements  be  known,  and 
we  would  hope  that  we  could  live  within  the  constraints  of  good 
sound  budgeting,  and  I  would  think  we  can. 

Mr.  Rogers.  Dr.  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  want  to  commend  these  gentlemen.  It  has  been 
my  good  fortune  to  meet  with  some  of  the  members  of  the  HSA's 
throughout  the  Southeast  and  in  Kentucky  particularly  and  I  found 
them  to  be  an  outstanding  group  of  people,  Mr.  Chairman,  the  very 
best.  Certainly  I  would  like  to  see  this  funding  increased  for  3  years 
rather  than  limited  to  1  year.  If  you  are  going  to  be  effective,  I 
think  that  you  should  have  this. 

The  level  of  intelligence  of  these  people  who  are  engaging  in  this 
work  voluntarily  is  quite  high  and  we  are  very  fortunate,  as  I  see 
it,  to  have  them.  Mr.  Chairman,  as  I  understand  it — of  course  since 
1974  I  could  have  forgotten — under  the  Health  Planning  Act  were 
not  the  HSA's  supposed  to  have  charge  of  all  of  the  spending  for 
health  in  those  areas?  All  health,  is  that  not  correct,  Mr.  Chairman? 

Mr.  Rogers.  Certainly  all  Federal  funding  is  to  have  their  review 
and  approval. 

Mr,  Carter.  Yes,  sir. 

Mr.  Rogers.  And  then  they  are  to  help  determine  the  need  on  all 
facilities. 

Mr.  Carter.  Yes,  sir;  and  I  believe  to  determine  where  all  health 
spending  in  that  area  should  go.  I  believe  that  is  how  it  was  written. 
I  hope  my  memory  does  not  fail  me  on  that. 

What  is  your  opinion  of  the  administration's  proposal  on  HMO's  ? 

Mr.  Rohling.  I  think.  Dr.  Carter,  that  it  would  be  our  feeling 
that  the  HSA's  ought  to  be  able  to  treat  all  health  providers  in  an 
equal  fashion  whether  they  be  government  sponsored,  whether  they 
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be  HMO's,  whether  they  be  privately  sponsored  or  whether  they  be 
the  Veterans  Administration.  I  think  we  have  the  capability  to  look 
at  the  local  scene  to  make  determinations  about  our  local  scene  and 
certainly  we  are  sympathetic  with  the  health  maintenance  organiza- 
tion approach.  We  would  like  to  maintain  a  very  substantial  input 
into  the  review  responsibilities  for  health  maintenance  organizations. 

Mr.  Carter.  Yes,  sir.  What  do  you  think  about  the  cap  that  we 
are  putting  on  capital  spending?  Can  we  live  with  that,  or  not? 

Mr.  RoHLiNG.  It  is  hard  to  say.  In  our  own  Southeast  in  the  past 
18  months — not  a  year  but  18  months — we  had  total  requests  pre- 
sented to  us  of  $2.5  billion  which  would  in  effect  be  the  national  cap 
for  1  year.  Certainly  I  think  we  have  got  to  have  some  caps  some- 
where but  precisely  where  it  is  we  are  not  prepared  to  say. 

Mr.  Carter.  There  is  no  question  about  that,  but  of  course  that  is 
up  to  you  gentlemen. 

Yes,  Mr.  Goetz. 

Mr.  GoETz.  On  that  particular  question  I  would  just  reiterate  a 
point  that  was  raised  earlier  today  that  in  some  areas  there  is  a 
great  deal  yet  to  be  developed,  a  great  deal  yet  to  be  done.  The  HSA's 
are  generally  finding  these  areas  of  need  and  must  have  the  freedom, 
I  believe,  to  initiate  programs  in  those  areas  to  meet  those  needs 
and  a  cap  program  might  be  counterproductive  to  that.  My  own  per- 
sonal opinion  would  be  that  I  would  be  extremely  concerned  about  a 
cap  of  $2.5  billion  for  the  country. 

Mr.  Carter.  What  are  we  going  to  do  about  the  $4  billion  we  re- 
ceive in  contributions  from  our  good,  compassionate,  wealthy  people 
who  contribute  this  amount  each  year?  Are  we  going  to  say,  no,  we 
don't  want  it;  you  keep  it  and  go  to  the  Riviera  with  it,  or  are  we 
going  to  put  it  to  good  use  and  help  poor  people  throughout  our 
country  ? 

Mr.  RoHLiNG.  I  think  we  definitely  need  to  put  it  to  good  use,  Dr. 
Carter.  I  think  we  should  encourage  those  contributors  that  their 
donations  are  given  for  things  that  are  needed  and  our  HSA's  are  in  a 
position  to  point  out  where  precisely  the  needs  are  in  our  communities. 

Mr.  Carter.  If  a  fellow  gives  $100,000,  he  likes  to  see  a  little 
plaque  with  his  name  on  it,  does  he  not,  most  of  the  time? 

Mr.  RoHLiNG.  Yes,  he  does. 

Mr.  Carter.  Or  perhaps  his  wife's  name. 

Now  on  the  proposal  of  participation  by  public  officials,  would  you 
give  me  your  idea  on  that? 

Mr.  RoHLiNG.  Yes,  sir.  I  think  we  can  say  categorically  that  we 
are  opposed  to  establishing  quotas  for  any  group  to  serve  on  the 
governing  bodies  of  our  organizations.  We  support  the  concept  of 
representation  from  a  broad  point  of  view  whereby  the  segments  of 
our  society  are  proportionately  represented  as  best  as  we  possibly 
can.  Elected  officials  are  certainly  key  figures;  however,  we  would 
not  like  to  assign  a  quota  for  them  for  several  reasons.  Many  of  them 
do  not  want  to  participate  in  the  very  difficult  decisions  that  HSA's 
are  forced  to  make  and  that  will  compromise  their  own  political 
futures  perhaps.  I  know  our  board  members  are  extremely  pressured 


180 


on  difficult  issues  and  legislators  and  elected  officials  are  often  put  in 
very  difficult  positions  in  that  case. 

Mr.  Carter.  I  can  understand  how  that  is.  Perhaps  you  will  have 
pressure  from — you  are  from  North  Carolina,  are  you  not? 

Mr.  RoHLiNG.  Alabama. 

Mr.  Carter.  Alabama.  I  see. 

Well,  probably  Sylacauga  would  want  a  hospital  and  all  the  elected 
representatives  from  Sylacauga  would  want  that  and  if  they  didn't, 
off  would  go  their  heads  in  the  next  election,  is  that  right? 

Mr.  RoHLiNG.  That  is  right. 

Mr.  Carter.  All  right. 

Mr.  RoHLiNG.  We  do,  however,  feel  that  the  elected  official  has  a 
very  substantial  role  to  play  and  we  would  like  for  each  community 
to  be  in  a  position  to  work  with  the  elected  officials  in  determining 
that  role. 

Mr.  Carter.  Thank  you  very  kindly  for  your  presentation.  It 
has  been  a  pleasure  on  my  part  to  have  you  here  and  I  am  pleased 
by  the  high  caliber  of  representation  you  gentlemen  afford. 

Thank  you. 

Mr.  Rogers.  What  is  the  situation  in  the  southeast  on  over-bedding 
or  under-bedding? 

Mr.  RoHLiNG.  I  think  it  varies.  Congressman.  I  believe  in  the 
metropolitan  areas  we  would  have  an  over-bedded  situation  on  the 
basis  of  four  beds  per  thousand.  In  the  less  urban  areas  we  would 
have  the  reverse  situation.  One  of  the  difficulties  is  we  have  tended 
to  come  along  a  little  slower  than  perhaps  the  rest  of  the  country 
over  the  past  number  of  decades  but  the  south  is  now  catching  up 
and  the  specialized  services  and  the  technology  in  the  most  recent 
years  has  now  been  centralized  in  medical  centers  in  most  of  our 
metropolitan  areas  and  I  think  we  can  see  that  trend  continuing. 

Mr.  Rogers.  What  is  the  general  feeling  in  the  south — I  presume 
you  talked  to  some  of  the  other  planning  experts — as  far  as  duplica- 
tion of  equipment  or  excess  equipment? 

Mr.  RoHLiNG.  We  have  that  problem  in  the  Southeast  as  well  as 
in  other  parts  of  the  country.  The  boom  in  technology  has  centainly 
created  the  opportunity  for  individual  institutions  to  compete  with 
one  another  for  that  equipment  and  to  duplicate  it  from  their  point 
of  view  from  time  to  time.  It  is  important  for  the  health  systems 
agencies  to  be  in  a  position  to  point  out  where  duplications  do  occur. 

Some  discussions  occurred  about  highly  sophisticated  equipment 
in  other  settings  and  institutions.  I  think  generally  our  HSA's  would 
feel  that  certain  types  of  equipment  hopefully  named  by  legislation 
would  be  included  in  the  certificate  of  need  provision  regardless  of 
its  location.  Now  we  think  that  by  naming  it  it  is  precisely  defined 
and  there  is  no  question  about  it. 

Mr.  Rogers.  Well,  rather  than  naming  it,  suppose  a  certain  money 
figure  was  set,  say  $150,000  or  above? 

Mr.  RoHLiNG.  Well,  the  escalation  of  costs  is  such  that  any  figure 
you  establish  in  1978  would  probably  not  be  valid  for  very  long. 

Mr.  Rogers.  Well,  you  can  still  grant  it.  You  don't  let  them  have 
it.  It  just  says  if  it  is  $150,000  or  above  on  a  single  piece  of  equip- 
ment, then  it  would  just  be  reviewed. 
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Mr.  Carter.  Mr.  Chairman. 
Mr.  Rogers.  Yes,  Dr.  Carter. 

Mr.  Carter.  Of  course  you  are  a  lawyer  and  I  am  not  but  if  the 
facility  which  applies  for  this  $150,000  is  not  a  recipient  of  Federal 
funds,  would  the  Constitution  permit  you  to  keep  them  from  pur- 
chasing whatever  they  wanted? 

Mr.  Rogers.  Well,  I  have  not  looked  into  the  constitutionality  of 
it  but  you  certainly  would  not  have  to  reimburse  them  from  the 
Federal  funds. 

Mr.  Carter,  You  are  quite  right  on  that  but  certainly  if  you 
want  

Mr.  Rogers.  Without  a  certificate-of-need  approval? 
Mr.  Carter.  Personally  I  think  there  is  a  serious  constitutional 
question  if  they  do  not  receive  Federal  funds. 
Mr.  Rogers.  All  right. 

How  did  your  agency,  for  instance,  Birmingham,  select  its  board? 

Mr.  RoHLiNG.  There  was  an  areawide  nominating  committee  which 
in  fact  solicited  nominations  from  every  possible  source  that  it  could 
think  of,  including  notification  of  the  public  through  all  the  media 
opportunities.  Then  a  series  of  nominations  was  returned  and  an 
initial  board  was  then  assigned  by  that  nominating  committee. 

Mr.  Rogers.  Do  you  think  consumers  are  adequately  represented 
when  the  board  itself  is  self -selected  ? 

Mr.  RoHLixG.  Repeat  that,  please. 

Mr.  Rogers.  Say  the  board  is  getting  a  successive  void.  Should  the 
current  board  select  new  board  members? 

Mr.  Rohling.  Our  experience  demonstrates  in  the  southeast  that 
that  is  not  a  bad  model  to  follow.  We  do  not  think  it  is  the  only  model 
but  we  think  that  it  is  a  workable  model.  The  opportunity  for  one- 
third  of  the  board  in  most  cases  to  rotate  off  each  year  and  to  be  re- 
placed by  new  board  members  I  think  is  certainly  there  and  we  would 
invite  your  inquiry  into  how  that  has  worked. 

We  have  really  had  the  opportunity  for  only  one  election  since  the 
inauguration  as  health  system  agencies.  I  think  an  inquiry  into  that 
election  process  would  turn  out  the  fact  that  there  are  a  number  of 
new  board  members  that  have  been  elected  to  the  board  since  the 
inception  of  the  agencies.  In  my  own  organization  I  .can  testify  to 
that  and  I  think  the  others  can  probably  do  as  well. 

Mr.  Rogers.  So  you  think  it  is  all  right  to  have  a  self-selecting 
process  ? 

Mr.  RoHLiNG.  I  would  say  that  the  process,  is  not  so  much  self- 
selecting  but  the  process  is  open  whereby  nominations  can  occur  from 
any  source  and  an  individual  who  qualifies  for  a  certain  slot  on  the 
board,  whether  it  be  an  ethnic  slot  or  a  low  income  slot,  every  person 
who  is  nominated  for  that  slot,  has  an  equal  chance  to  be  elected 
from  that  category  of  consumers  that  are  nominated.  I  think  from 
that  point  of  view  the  person  or  the  group  that  selects  them  certainly 
is  important  but  less  important  than  the  openness  of  the  process. 

Mr.  Rogers.  I  keep  hearing  that  doctors  and  dentists  don't  have 
enough  representation  on  HSA's.  What  is  your  opinion? 

Mr.  RoHLiNG.  I  think  every  area  might  have  to  deal  with  its  own 
situation.  Certainly  in  my  State  that  is  not  the  case. 

Mr.  Rogers.  What  is  the  percentage  there? 
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Mr.  KoHLiNG.  The  percentage?  There  are  more  physicians  on  the 
board  of  directors  of  the  Birmingham  Regional  Health  Systems 
Agency  than  any  other  professional  group. 

Mr.  Rogers.  Are  there  more  physicians  than  hospitals  administra- 
tors? 

Mr.  RoHLiNG.  Yes,  there  are  twice  as  many  physicians  as  hospital 
administrators. 

Mr.  Rogers.  It  is  still  within  the  40  percent,  or  do  you  have  49 
percent  ? 

Mr.  RoHLiNG.  We  have  49  percent  providers. 
Mr.  Rogers.  Fifty-one  percent  consumers? 
Mr.  RoHLiNG.  Yes. 

Mr.  Rogers.  Should  insurance  companies  be  consumers  or  pro- 
viders ? 

Mr.  RoHLiNG.  They  are  currently  listed  as  indirect  providers  and 
I  think  we  find  that  to  be  a  good  designation. 

Mr.  Rogers.  As  purchasers  you  don't  think  they  should  be  con- 
sumers ? 

Mr.  RoHLiNG.  They  certainly  are  consumers  as  purchasers  but  as 
payors  they  are  also  providers.  The  major  purchasers,  for  example, 
the  corporate  structure,  are  certainly  very  good  consumers  and  very 
god  consumers  for  us  to  attract  to  our  program. 

Mr.  Rogers.  What  about  people  who  are  active  in  the  heart  as- 
sociation and  the  cancer  association  taking  an  active  interest?  How 
do  you  classify  them? 

Mr.  RoHLiNG.  We  generally  classify  those  as  consumers  if  they 
are  voluntary  members  in  a  voluntary  organization.  Now  if  they  are 
in  a  Government  agency  and  have  control  of  funds  for  service  pro- 
grams, we  would  classify  them  as  indirect  providers. 

Mr.  Rogers.  What  about  the  wife  of  a  doctor  ? 

Mr.  RoHLiNG.  The  wife  of  a  physician  is  an  indirect  provider. 

Mr.  Rogers.  Even  though  she  may  be  a  volunteer  in  the  heart 
association? 

Mr.  RoHLiNG.  Even  though  she  may  be.  It  depends  on  the  source 
of  income. 
Mr.  Carter.  Mr.  Chairman. 
Mr.  Rogers.  Dr.  Carter. 

Mr.  Carter.  Do  you  agree  with  that,  that  the  wife  of  a  doctor  is 
a  provider? 
Mr.  RoHLiNG.  Are  you  asking  me,  sir? 
Mr.  Carter.  I  was  asking  the  chairman. 
Mr.  Rogers.  I  will  try  to  respond. 

I  don't  know.  I  was  just  thinking.  I  presume  she  might  have  some 
bias  from  her  husband's  business  and  I  guess  that  is  why  they  had 
thought  maybe  she  was  not  completely  an  independent  and  free 
consumer. 

Mr.  Carter.  You  don't  know  my  wife. 

Mr.  Chairman,  I  would  say  they  propose  in  this  legislation  that 
we  make  the  spouse  a  consumer.  That  was  the  point. 
Thank  you,  sir. 

Mr.  RoHLiNG.  One  comment  on  that.  Dr.  Carter. 
Mr.  Carter.  Sir. 

Mr.  RoHLiNG.  I  think  we  favor  the  liberalizing  of  the  concept  of 
an  indirect  provider  and  particularly  in  those  cases  where  it  is  very 
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questionable  whether  a  person  is  an  indirect  provider  or  consumer. 
We  would  hope  that  we  could  not  keep  those  people  off  our  boards 
because  they  happen  to  be  somewhat  affiliated  with  a  providing 
situation. 

Mr.  Rogers.  Suppose  there  is  a  woman  doctor  and  her  husband  is 
a  lawyer  and  he  is  on  the  heart  association  as  a  volunteer? 

Mr.  EoHLiNG.  According  to  the  current  statute  he  is  an  indirect 
provider.  That  may  need  to  be  liberalized. 

Mr.  Rogers.  What  about  education  for  the  consumers?  Do  you 
have  any  programs  to  give  technical  assistance  and  aid  to  the  con- 
sumer members  or  should  there  be  such  programs? 

Mr.  RoHLiNG.  Absolutely.  I  think  we  can  say  candidly  that  an 
HSA  is  not  doing  its  job  properly  if  it  does  not  provide  that.  I  think 
that  HSA's  have  a  necessity  to  do  that.  I  cannot  conceive  of  an 
organization  trying  to  do  its  job  without  promoting  and  developing 
educational  programs  for  all  of  its  members,  not  only  consumers  but 
providers  as  well. 

Mr.  Rogers.  Now  I  also  keep  hearing  that  the  current  establish- 
ment has  control  of  HSA's.  Do  you  think  that  is  a  legitimate  com- 
plaint ? 

Mr.  RoHLiNG.  You  may  have  to  evaluate  one  by  one  but  I  think 
collectively  that  is  not  a  fair  assessment. 

Mr.  Rogers.  I  hear  that  if  someone  wants  a  new  hospital  there  may 
be  a  tendency  to  let  a  current  existing  hospital  expand  or  build  a  new 
facility  rather  than  letting  the  new  group  come  in. 

Mr.  RoHLiNG.  That  may  well  be  for  cost  containment  reasons.  It 
is  cheaper  in  most  cases  to  expand  an  existing  institution  than  it  is 
to  construct  an  entirely  new  facility  with  all  the  ancillary  facilities 
that  have  to  go  along  with  it.  Assuming  accessibility  to  care  is  not  a 
factor,  the  preferred  alternative  would  be  the  less  expensive  one; 
namely,  the  expansion  of  an  existing  institution. 

Mr.  Rogers.  Well,  suppose  they  both  cost  the  same. 

Mr.  RoHLiNG.  If  they  both  cost  the  same  and  the  accessibility  fac- 
tor is  met,  well,  then  it  is  a  value  judgment  probably  based  on  the 
reputation  of  the  institution  that  is  currently  in  operation.  If  it  has 
a  good  reputation,  it  very  likely  would  be  given  the  nod  by  the  local 
community. 

Mr.  Rogers.  So  the  bias  might  be  toward  the  existing  facility  ? 

Mr.  RoHLiNG.  The  bias  might  be  on  a  proven  track  record  which 
probably  is  a  good  basis  upon  which  to  make  that  decision,  all  other 
things  being  equal. 

Mr.  Carter.  Mr.  Chairman. 

Mr.  Rogers.  Yes,  Dr.  Carter. 

Mr.  Carter.  On  that  I  don't  think  that  would  be  bias,  I  just  think 
it  would  be  good  sense,  good  judgment. 

Mr.  Rogers.  How  many  HMO's  do  we  have  in  the  southeast? 

Mr.  RoHLiNG.  I  do  not  know  that  information.  We  did  not  gather 
that.  Not  a  great  deal. 

Mr.  Rogers.  Is  your  group  doing  anything  to  help  get  HMO's 
established  ? 

Mr.  RoHLiNG.  We  have  not  taken  any  positive  initiatives  as  an 
association.  There  are  those  of  us  individually  in  our  own  HSA's 
and  our  own  health  service  areas  that  are  promoting  development 
of  HMO's  in  our  own  communities. 
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Mr.  Rogers.  Should  the  Governor  be  allowed  to  approve  or  dis- 
approve a  State  health  plan? 

Mr.  RoHLiNG.  We  have  no  association  position  on  that.  I  will  give 
you  my  personal  opinion.  I  think  the  method  that  is  currently  estab-  • 
lished  in  the  law  for  the  approval  of  a  State  health  plan  is  quite 
adequate. 

Mr.  Rogers.  Should  the  Governor  appoint  the  chairman  of  the 
statewide  Health  Coordinating  Council? 

Mr.  RoHLiNG.  Again  we  have  no  association  position  on  that.  I 
think  in  many  cases  the  Governor  did  appoint  not  officially  but  un- 
officially the  chairman  or  at  least  suggested  certain  members.  Ap- 
pointing the  chairman  is  a  less  political  problem  than  the  approval 
of  the  plan.  The  chairman  has  no  vote  normally.  The  council,  a  large 
body,  would  determine  the  action  of  the  group,  not  the  chairman. 

Mr.  Carter.  Would  the  chairman  yield. 

Mr.  Rogers.  Yes. 

Mr.  Carter.  Should  politics  play  a  part  really  in  health? 

Mr.  RoHLiNG.  I  think  our  job  as  HSA's  is  to  depoliticize  decision- 
making. Now  that  is  a  difficult  thing  to  do  all  the  same. 

Mr.  Carter.  It  is  certainly  a  situation  to  be  wished,  isn't  it? 

Mr.  RoHLiNG.  Yes,  sir.  I  think  it  is  our  job  to  depoliticize  it  and  I 
think  as  professional  people  we  would  want  to  do  that. 

Mr.  Carter.  On  a  certificate  of  need  should  an  HSA  make  that 
decision  or  should  the  Governor? 

Mr.  RoHLiNG.  The  regulatory  authority  rests  in  the  State  Health 
Planning  and  Development  Agency. 

Mr.  Carter.  Yes. 

Mr.  RoHLiNG.  The  HSA's  have  substantial  input  into  that  decision. 
Mr.  Carter.  Yes,  sir. 

Mr.  RoHLiNG.  And  we  think  that  is  appropriate. 

Mr.  Carter.  Mr.  Goetz,  have  you  any  intensive  nursery  center 
closer  than  Lexington  in  your  HSA? 

Mr.  GoETZ.  No,  sir;  not  at  the  present  time.  We  have  got  three  or 
four  hospitals  that  we  feel  have  the  capability  along  with  the  man- 
power to  provide  this  type  of  care  and  anticipate  within  the  next 
year  or  so  there  will  be  at  some  regional  level-two  centers. 

Mr.  Carter.  We  have  lost  some  youngsters  recently  because  of  that. 
We  have  such  a  unit  in  Lexington  and  I  would  think  in  Covington, 
I  am  not  sure,  and  Louisville. 

Mr.  GoETZ.  And  Knoxville. 

Mr.  Carter.  Knoxville.  Paducah?  I  am  not  sure. 

Mr.  GoETZ.  Paducah  does  not  at  the  present  time,  no. 

Mr.  Carter.  Of  course  that  is  in  a  different  HSA  to  yours. 

What  about  coronary  units?  You  have  located  one  in  Lexington, 
of  course. 

Mr.  GoETz  We  have  got  two  in  Lexington.  There  are  coronary 
units  of  varying  sizes  throughout.  Ashton  will  have  something, 
Somerset  will  have  something.  I  cannot  remember  now  whether  it 
is  Hazard  or  Harlen  in  the  system.  Pikeville  Methodist  in  Highlands. 

Mr.  Carter.  Do  you  think  we  will  need  more  intensive  infant  care 
installations?  Is  that  right? 

Mr.  GoETZ.  I  am  very  strong  on  the  fact  that  we  do  and  our  data 
has  shown  that  we  need  the  level-two  units  probably  before  we  need 
expansion  of  the  level-three  units  at  the  present  time. 
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Mr.  Carter.  Now  the  composition  of  your  board,  really  how  many 
dentists,  nurses,  hospital  administrators,  and  insurance  salesmen  do 
you  have  comjposing  the  provider  portion? 

Mr.  GoETz.  This  year  our  new  board  was  elected  in  October.  We 
have  four  physicians  of  varying  types.  One  of  these  represents  the 
health  professional  school,  one  is  the  county  health  officer  in  Pike 
County,  one  is  a  salaried  pediatrician  in  the  hospital  system,  and  we 
have  one  private  practitioner,  general  surgeon.  We  have  two  den- 
tists. We  have  no  nurses  this  year;  as  a  matter  of  fact,  we  did  have 
one  last  year  and  the  election  went  a  different  way  this  year.  We 
have  two  hospital  administrators.  We  have  one  health  care  insurer. 
We  have  three  indirect  proA^ders;  one,  whose  wife  is  a  nurse,  hap- 
pens to  be  chairman  of  our  board.  He  is  a  geography  professor  but 
his  wife  is  a  nurse.  We  have  a  board  member  on  an  HMO — not 
federally  qualified  HMO  but  it  does  meet  the  State  standards  for 
HMO.  I  can't  recall  the  other  one  at  the  present  time,  Dr.  Carter. 

I  believe  that  is  about  it.  We  have  a  total  of  13  providers,  17 
consumers  on  our  board. 

Mr.  Carter.  Thank  you  very  kindly. 

Thank  all  of  you,  gentlemen. 

Thank  you,  Mr.  Chairman. 

Mr.  Eggers.  Thank  you  very  much.  Your  testimony  has  been  most 
helpful  to  the  committee  and  we  are  particularly  pleased  with  the 
study  that  you  submitted.  Thank  you  for  being  here. 

Mr.  KoHLixG.  Thank  you. 

Mr.  Rogers.  The  next  witnesses  will  form  a  panel  of  State  legis- 
lators. I  am  very  pleased  Representative  Elaine  Gordon,  chairman  of 
the  Health  and  Rehabilitative  Services  Committee,  is  here  and  I  am 
particularly  pleased  to  welcome  her.  I  am  glad  to  have  her  here  from 
my  State.  I  particularly  welcome  you. 

Representative  James  Tallon,  State  Capitol,  Albany,  N.Y.  We  are 
very  pleased  to  have  you  with  us. 

Representative  Frank  Traylor,  chairman,  Republican  Council, 
State  Capitol  Building,  Denver,  Colo. 

We  welcome  each  of  you.  We  are  grateful  for  your  being  willing 
to  share  your  thinking  with  the  committee,  it  will  be  most  helpful. 

Each  of  your  statements  will  be  made  a  part  of  the  record  in  full, 
and  you  may  proceed  as  you  desire. 

STATEMENT  OF  HON.  ELAINE  aORDON  (FLORIDA),  CHAIRMAN, 
HEALTH  AND  REHABILITATIVE  SERVICES  COMMITTEE,  ON 
BEHALF  OF  NATIONAL  CONFERENCE  OF  STATE  LEGISLATURES; 
HON.  JAMES  R.  TALLON,  JR.,  MEMBER  OF  THE  ASSEMBLY,  STATE 
OF  NEW  YORK;  AND  FRANK  TRAYLOR,  M.D.,  CHAIRMAN  REPUB- 
LICAN COUNCIL,  DENVER 

Miss  GoRDOx.  Mr.  Chairman,  first  I  have  been  desi^ated  as  chair- 
person of  this  panel  and  I  would  like  to  just  summarize  the  position 
of  the  National  Conference  of  State  Legislatures  which  I  am  sub- 
mitting in  writing  in  full  and  then  each  of  us  on  the  panel  would 
like  to  make  our  briefer  presentations  as  representatives  from  our 
own  States. 
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Mr.  KoGERS.  Certainly.  That  would  be  fine.  Thank  you. 

Miss  Gordon.  Mr.  Chairman,  before  I  begin  the  formal  part  of  my 
testimony,  I  would  like  to  read  a  brief  quote  which  I  believe  captures 
so  well  in  a  few  words  what  the  plight  of  the  State  legislator  is  with 
respect  to  health  policy.  The  quote  is  by  Katharine  Bauer,  principal 
associate  at  the  Harvard  Center  for  Community  Health  and  Medical 
Care,  and  was  related  in  a  speech  by  her  to  a  health  conference  for 
State  legislators  last  year. 

Your  Governors  want  to  put  the  lid  on  rising  health  care  costs  but  don't 
want  to  take  the  political  heat  of  reducing  benefits  or  services.  Your  consumers 
don't  want  more  taxes  or  higher  Blue  Cross  premiums,  but  they  do  want  a 
full  service  hospital  down  the  street  complete  with  an  open  heart  surgery 
unit  just  in  case.  And  they  do  want  jobs  constructing  hospitals  and  nursing 
homes,  supplying  them  and  working  in  them.  Also,  both  the  providers  of  serv- 
ices and  those  that  attempt  to  regulate  them  bring  you  their  accounts — alas, 
often  true — about  the  inequities  and  iniquities  the  other  party  perpetrates. 
Finally,  after  listening  to  all  the  experts,  you  pass  apparently  sensible,  simple 
laws  that  you  think  will  help  straighten  out  our  health  care  problems — only 
to  watch  many  of  them  become  fiscal  or  administrative  disasters. 

Mr.  Chairman,  I  am  sure  you  and  the  members  of  your  subcom- 
mittee can  relate  to  those  remarks  by  Mrs.  Bauer  since  you  face 
many  of  the  same  expectations  and  frustrations  but  only  at  a  dif- 
ferent level  in  the  Federal  system. 

My  two  colleagues  and  I  appreciate  very  much  the  opportunity  to 
appear  before  you  to  offer  our  views  on  the  reauthorization  of  the 
National  Health  Planning  and  Resources  Development  Act,  Public 
Law  93-641.  I  should  point  out  that  we  are  here  today  in  somewhat 
of  a  dual  capacity:  As  individual  State  legislators  with  divergent 
backgrounds  and  from  very  different  kinds  of  States  and  as  members 
of  the  National  Conference  of  State  Legislatures — an  organization 
whose  purpose  is  to  bring  representatives  of  the  50  State  legislative 
bodies  together  to  discuss  intergovernmental  issues  and  to  speak  with 
one  voice  on  matters  affecting  State-Federal  relations. 

The  observations  and  recommendations  included  in  this  testimony 
grew  out  of  meetings  conducted  by  the  human  resources  committee 
of  the  National  Conference  of  State  Legislatures.  That  committee, 
of  which  I  serve  as  vice  chairperson,  is  chiefly  responsible  for  making 
recommendations  on  health  and  welfare  policy  to  the  State-Federal 
assembly,  SFA,  of  the  NCSL.  The  human  resources  committee  is 
composed  of  chairmen  and  ranking  members  of  State  legislative 
health  and  welfare  committees. 

The  human  resources  committee  met  on  two  separate  occasions 
recently  and  developed  several  recommendations  with  respect  to  the 
renewal  of  the  health  planning  law.  In  that  exercise,  we  were  grate- 
ful for  the  participation  of  Bob  Crane,  professional  staff  memlDer 
from  the  health  subcommittee,  who  assisted  us  in  our  understanding 
of  what  the  key  issues  would  be  during  the  debate  over  reauthoriza- 
tion. 

The  recommendations  adopted  by  the  human  resources  committee 
were  considered  and  accepted  unanimously  by  our  State-Federal 
assembly.  The  SFA,  for  your  information,  includes  over  500  State 
legislators  representing  all  50  State  legislatures  and  both  political 
parties. 
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Mr.  Chairman,  we  believe  that  there  are  few  public  policy  issues 
today  more  important  than  the  assurance  that  our  Nation's  available 
health  resources  are  distributed  on  the  basis  of  need  and  in  such  a 
manner  as  to  insure  the  maximum  efficiency  and  cost-effectiveness 
of  our  health  care  system.  The  enactment  of  the  Health  Planning 
and  Resources  Development  Act,  Public  Law  93-641,  represents  a 
good  step  in  the  furtherance  of  that  goal.  The  concept  of  planning 
for  a  more  effective  and  efficient  allocation  of  our  limited  health  re- 
sources is  one  which  we  fully  endorse.  The  Congress  deserves  con- 
siderable praise  for  attempting  to  bring  the  various  interested  parties 
together  through  planning  mechanisms  designed  to  promote  greater 
order  and  coordination  to  what  has  heretofore  been  a  fragmented 
and  very  costly  health  care  system. 

While  State  legislators  eagerly  support  the  goals  and  purposes  of 
Public  Law  93-641,  we  have  many  concerns  with  some  of  the  specific 
structures,  relationships,  and  processes  created  by  the  act  to  fulfill 
those  goals.  In  general,  we  believe  that  the  respective  roles  of  the 
planning  agencies  and  each  level  of  government  should  be  carefully 
reexamined  with  a  view  toward  greater  State  government  participa- 
tion in  health  planning  and  regulation. 

I  would  like  to  say,  Mr.  Chairman,  that  so  many  of  the  States  have 
already  come  a  long  way  in  developing  their  programs  and  getting 
the  health  planning  off  the  ground. 

Our  interest  wdth  Public  Law  93-641  grows  not  so  much  out  of  a 
concern  that  the  Federal  Government  is  attempting  to  supplant 
State  health  decisionmaking  authority,  but  rather  from  a  perception 
that  structures  and  authorities  created  by  the  act  tend  to  circumvent 
or  bypass  State  health  roles  and  thereby  contribute  to  conflicts  which 
are  likely  to  prove  counterproductive  to  the  achievement  of  health 
goals. 

In  spite  of  the  far-reaching  effects  of  the  health  planning  law,  the 
legislative  and  executive  branches  of  State  government  still  retain 
major  responsibility  for  such  important  health  functions  as  licensing 
of  health  care  personnel  and  facilities,  health  manpower  education, 
regulation  of  health  insurance,  providing  public  health,  and  funding 
a  variety  of  programs  providing  health  and  medical  services  to  their 
citizens. 

Given  the  range  and  the  depth  of  State  involvement  in  the  health 
care  system,  and  the  need  for  greater  coordination  among  the  various 
components  in  that  system,  it  is  puzzling  why  Federal  policy  chose 
not  to  support  a  strong  State  role  at  the  center  of  the  human  plan- 
ning program. 

The  major  focus  of  our  proposed  amendments  relate  to  improving 
the  structure  and  responsibilities  created  by  the  Federal  statute, 
especially  the  functions  and  relationships  between  the  new  planning 
bodies,  the  health  systems  agencies,  HSA's,  and  the  statewide  health 
coordinating  councils,  SHCC's,  and  the  established  State  and  local 
governmental  authorities.  We  believe  that  the  modifications  we  seek — 
very  much  like  those  sought  by  our  counterpart  organization,  the 
National  Governors  Association — will  go  far  toward  improving  the 
performance  of  these  bodies  and  insuring  greater,  overall  accounta- 
bility. 
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In  making  these  recommendations,  Mr.  Chairman,  we  point  to 
what  we  feel  has  been  an  outstanding  track  record  of  many  States 
in  the  areas  of  health  planning  and  regulation. 

The  New  York  State  Legislature  enacted  the  first  certificate-of- 
need,  CON,  law  in  1965  and  before  Public  Law  93-641  became  law 
in  1974,  24  other  States  had  CON  laws  in  place — many  of  which 
had  provisions  which  were  much  stronger  than  what  the  Federal 
law  required.  Since  the  health  planning  law  was  adopted,  another  11 
States  have  added  CON  legislation  to  their  books,  bringing  the  total 
number  of  States  with  CON  programs  to  36.  Just  last  year  CON 
legislation  was  adopted  by  Alaska,  Alabama,  Iowa,  West  Virginia, 
Wisconsin,  and  Wyoming.  Significantly,  the  Alaska  statute  includes 
Federal  facilities  within  its  scope  of  coverage;  the  West  Virginia 
law  requires  institutions  to  submit  a  long-range  plan  prior  to  sub- 
mitting CON  applications;  and  the  Wisconsin  statute  permits  de- 
certification of  specialized  hospital  services. 

Whether  or  not  to  cover  physician  offices  under  CON  has  become 
a  key  issue  at  both  the  State  and  national  level.  During  1977,  15 
States  considered  legislation  which,  to  varying  degrees,  would  re- 
quire physicians  to  obtain  a  certificate-of-need  when  acquiring  major 
office  equipment  or  modifying  their  office  services.  Four  States,  Iowa, 
Colorado,  Virginia,  and  Wisconsin,  actually  adoped  such  legislation. 
Hawaii  and  Minnesota  already  had  legislation  to  that  effect  in  1975. 

The  1978  legislative  sessions  will  witness  a  flurry  of  activity  with 
respect  to  certificate-of-need — both  by  States  interested  in  enacting 
CON  legislation  for  the  first  time  and  by  States  interested  in  modi- 
fying and  strengthening  requirements  in  existing  statutes.  The  Ohio 
Legislature,  for  example,  is  presently  engaged  in  debate  over  health 
planning  legislation  which  would  establish  a  CON  program  that 
would  substantially  exceed  the  minimum  Federal  requirements.  For 
example,  predevelopment  expenditures  by  health  care  facilities  and 
major  equipment  purchases  by  outpatient  clinics  would  be  covered 
by  CON  review.  Moreover,  the  proposed  legislation  seeks  to 
strengthen  the  hand  of  the  HSA's  by  assuring  them  access  to  neces- 
sary information,  mandating  cooperation  by  third  party  payers,  and 
providing  a  method  of  appeals  from  arbitrary  decisions  by  the  State 
agency. 

The  National  Conference  of  State  Legislatures  has  assumed  a 
major  role  during  the  past  year  in  assuring  that  information  and 
technical  assistance  regarding  the  responsibilities  of  the  State  legis- 
latures under  Public  Law  93-641  are  provided  to  the  legislatures  on 
a  timely  basis.  These  objectives  are  being  carried  out  with  the  finan- 
cial assistance  of  the  Bureau  of  Health  Planning  within  the  Depart- 
ment of  Health,  Education,  and  Welfare.  Some  of  the  activities  of 
this  project  include:  An  information  clearinghouse  function  related 
to  State  legislative  initiatives  with  health  planning  and  regulation; 
regional  training  seminars  for  key  State  legislators  and  staff  to  dis- 
cuss implementation  of  regulatory  programs  required  by  93-641  and 
to  learn  from  innovations  created  at  the  State  level ;  and  the  prepara- 
tion of  a  policy  manual  on  certificate-of-need  for  State  legislators. 
It  is  our  belief  that  policymakers  and  administrators  at  the  State 
and  national  level  have  benefited  substantially  by  this  project  and  it 
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is  our  hope  that  NCSL  can  continue  these  activities  in  order  to  as- 
sure a  smooth  implementation  of  the  goals  and  functions  envisioned 
by  the  National  Health  Planning  and  Resources  Development  Act. 

In  addition  to  certificate-of-need  programs,  hospital  rate  review 
programs  of  one  variety  or  another  are  now  functioning  in  27  States, 
while  9  States  have  enacted  laws  w^hich  require  the  annual  review  of 
proposed  hospital  budgets  and  the  establishment  of  rates  on  a  pros- 
pective basis.  Moreover,  hospital  cost  control  legislation,  although 
not  enacted,  was  seriously  considered  by  the  following  States  last 
year:  California,  Hawaii,  Illinois,  Kansas,  Maine,  Nevada,  New 
Jersey,  New  York,  North  Carolina,  Ohio,  Oregon,  Rhode  Island, 
and  West  Virginia.  Undoubtedly,  many  of  these  same  legislatures 
will  be  reconsidering  similar  legislative  initiatives  during  the  1978 
sessions.  And,  most  certainly,  other  States  will  join  the  debate  this 
year. 

Finally,  as  the  Federal  Government  continues  to  study  and  debate 
the  issue  of  national  health  insurance.  States  have  begun  to  assume 
the  initiative  by  enacting  their  own  health  insurance  programs  for 
those  living  within  their  political  jurisdictions.  So  far,  five  States 
have  enacted  health  insurance  plans  of  varying  scope:  Hawaii  and 
Connecticut  have  adopted  plans  which  are  comprehensive  in  scope; 
Rhode  Island,  Maine,  and  Minnesota  have  programs  'to  insure  pro- 
tection against  catastrophic  medical  expenses.  Other  States  are  cur- 
rently considering  similar  programs.  While  action  by  individual 
States  may  not  eliminate  the  need  for  Federal  action,  it  does  suggest 
that  the  States  could  play  a  significant  role  under  a  national  health 
insurance  system  consistent  with  our  tradition  of  cooperative  fed- 
eralism. 

States  are  clearly  capable  and  willing  to  make  tough  decisions 
necessary  to  reform  our  health  care  system.  States  are  rapidly  de- 
veloping the  necessary  capacity  for  health  system  regulation  and, 
therefore,  they  should  share  responsibility  with  the  Federal  Govern- 
ment for  the  development  of  an  effective  health  care  system.  Hence, 
Congress  and  the  administration  should  eliminate  unnecessary  re- 
strictions on  State  governmental  participation  in  the  health  plan- 
ning process  and  encourage  changes  which  can  foster  improved 
capacity  of  State  governments  for  health  planning  and  regulation. 
A  couple  of  tangible  actions  Congress  could  take  in  this  regard  in- 
clude expanding  the  demonstration  rate  review  authority  to  all  States 
that  are  willing  to  participate  and  making  grants  and  contracts 
available  to  States  wishing  to  experiment  with  decertification  of 
hospital  services  and  facilities. 

Perhaps  the  most  exacerbating  provisions  in  the  act  from  the 
State  legislator's  point  of  view  are  those  w^hich  provide  authority  to 
the  health  systems  agencies  and  to  review  and  approve  or  disapprove 
each  proposed  use  of  certain  Federal  funds  within  their  health  serv- 
ice area,  as  well  as  approve  or  disapprove  funds  made  available  by 
the  State — from  Federal  allotments  to  the  State  under  such  acts  as 
the  Community  Mental  Health  Centers  Act  and  the  Alcoholism 
Prevention  Act. 

It  is  the  responsibility  of  the  legislative  and  executive  branches  of 
State  government  to  establish  program  priorities  and  funding  con- 
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sistent  with  identified  needs.  The  ability  of  a  local  HSA  to  initiate  a 
particular  program,  fully  federally  funded  and  absent  any  input 
from  the  State,  may  result  in  programs  and  activities  that  are  clearly 
at  odds  with  well-established  priorities  at  the  State  level.  Moreover, 
the  Federal  financial  "pipeline"  is  unlikely  to  flow  forever  for  such 
projects,  leaving  well-entrenched  constituencies  few  places  to  turn 
for  continued  support  but  to  the  local  and  State  governments. 

Practically  speaking,  it  is  unrealistic  to  expect  a  local  HSA  to 
refuse  to  accept  Federal  project  funds.  And  the  perpetuation  of  an 
uncoordinated  flow  of  Federal  health  dollars  to  thousands  of  local 
projects  seriously  undermines  the  States'  planning  responsibilities. 
Consequently,  we  recommend  that  HSA  authority  to  "review  and 
approve"  State  plans  for  formula  grant  funds  and  project  grant 
proposals  should  be  changed  to  "review  and  recommend"  to  the  Gov- 
ernor and  the  appropriate  State  legislative  committees. 

As  presently  constituted,  the  HSA's  are  unlikely  to  bring  about 
any  major  changes  in  the  health  care  system.  Instead  they  are  more 
apt  to  insure  that  existing  power  structures  will  continue  to  wage  the 
paramount  influence  in  determining  the  shape  and  flow  of  our  Na- 
tion's health  care  system.  The  assumption  surrounding  the  makeup 
of  the  HSA  governing  boards  and  that  of  the  SHCC  was  that  a 
majority  of  consumers  will  operate  as  a  check  on  provider  interests. 
However,  experience  and  commonsense  suggest  that  since  the  con- 
sumer representatives  reflect  a  wide  variety  of  constituncies,  many 
of  which  have  not  been  adequately  served  by  the  health  care  system 
in  the  past,  the  more  common  practices  will  tend  toward  reciprocity 
and  "back  scratching"  or  as  one  analyst  has  succinctly  put  it: 

Providers  and  consumers  will  break  bread  together  on  the  governing  bodies, 
and  distribute  some  of  the  crumbs  to  each  of  their  members.  Health  planning 
will  increasingly  constitute  an  institutionalization  and  rigidification  of  what 
is,  rather  than  a  thrust  towards  what  could  be. 

If,  for  the  most  part,  this  analysis  is  accurate,  one  is  led  to  ask: 
How  is  the  general  public  served  by  such  a  system?  And  who  is  it 
that  speaks  for  the  general  public  on  those  agencies? 

We  believe  that  only  those  members  who  are  elected  by  the  public 
can  be  said  to  have  the  public  interest  in  mind,  for  it  is  only  those 
elected  officials  who  can  be  held  accountable  by  the  general  public. 
However,  the  statute  very  clearly  views  public  elected  officials  as 
just  another  interest  group  and  thereby  takes  pains  to  limit  their 
participation. 

Under  present  governance  arrangements,  if  the  special  interests  of 
the  professionals  tend  to  dominate  the  local  planning  bodies,  one's 
recourse  is  not  to  local  or  State  elected  officials  but  rather  to  the 
Federal  Government.  Absent  public  accountability  and  removed  from 
day  to  day  responsibility  to  any  elected  or  appointed  public  official, 
the  potential  for  HSA's  to  spend  public  funds  or  make  decisions 
for  essentially  narrow  purposes  cannot  be  ignored. 

In  order  to  address  some  of  these  problems,  we  would  offer  the 
following  amendments  to  the  law : 

The  Governor  should  be  able  to  appoint  at  least  50  percent  of  the 
members  of  the  SHCC,  with  appropriate  legislative  ratification. 

The  Governor  should  appoint  the  chairperson  of  the  SHCC,  rather 
than  having  members  select  a  chairperson  from  among  themselves. 
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At  least  one-third  of  the  members  of  governing  bodies  or  executive 
committees  of  HSA's  should  be  public  elected  officials  or  their  desig- 
nees. In  deciding  on  representation,  consideration  should  be  given 
to  those  districts  that  have  spending  authority  for  health  services. 

Public  elected  officials  should  be  exempt  from  the  requirement  that 
they  be  categorized  as  consumers  or  providers  on  HSA  governing 
bodies  or  executive  committees. 

The  Governor,  in  consultation  with  the  appropriate  State  legis- 
lative committees,  should  have  the  final  authority  to  approve  or  dis- 
approve the  State  health  plan  and  subsequent  annual  revisions  of  it 
as  provided  by  State  law. 

It  is  somewhat  fanciful  to  believe  that  decisions  about  the  proper 
level  and  distribution  of  health  resources  can  be  depoliticized.  De- 
cisions which  influence  the  allocation  of  limited  health  resources  and 
which  attempt  to  balance  the  interests  of  costs  and  benefits  are 
fundamentally  political  decisions.  Therefore,  we  are  concerned  as 
we  witness  the  evolution  of  new  political  entities  to  contend  with 
health  care  issues — entities  that  are  largely  independent  of  State 
and  local  governmental  authorities  and  that  are  infused  with  little 
meaningful  public  accountability. 

The  health  debate  cannot  avoid  many  tough  choices — choices  which 
frequently  conflict  with  one  another  and  which  of  necessity  will  be 
guided  as  much  by  value  judgments,  ethics  and  personal  whims  as 
by  utilization  projections,  morbidity  indices,  and  cost-benefit  analysis. 
Discussions  must  ultimately  come  to  terms  with  those  "immen- 
tionable"  words  in  today's  political  arena — "tradeoffs"  and  "compro- 
mise." These  kinds  of  decisions  lie  at  the  heart  of  the  political 
process;  their  political  nature  cannot  be  disguised  by  the  creation  of 
non-political  bodies. 

The  notion  that  somehow  elected  officials  at  the  State  and  local 
levels  of  government  tend  to  represent  narrow,  special  interests  is  not 
only  untrue,  but  also  damaging  to  the  credibility  and  legitimacy  of 
representative  democracy.  Truly,  the  consumer  or  layman's  point  of 
view  is  unquestionably  important  on  matters  of  public  policy.  But  as 
public  elected  officials  we  have  trouble  with  a  concept  that  suggests 
we  serve  something  less  than  the  public  interest  and,  therefore,  need 
to  be  checked  by  "public-minded"  consumer  majorities.  I  need  not 
remind  the  members  of  this  committee  that  it  is  consumers  that  re- 
move us  if  we  fail  to  do  our  job.  There  is  no  substitute  for  that  kind 
of  accountability. 

The  extension  of  local  planning  authority  over  what  traditionally 
have  been  the  prerogatives  of  individual  health  care  providers  and 
provider  organizations  will  undoubtedly  be  a  source  of  continuing 
tension,  with  various  subgroupings  of  providers  and  consumers  add- 
ing to  the  potential  conflicts  in  the  planning  process.  Once  again, 
we  believe  that  elected  officials  ought  to  be  viewed  as  a  source  which 
can  help  to  mediate  such  conflicts  and  accommodate  differences, 
rather  than  as  just  another  affected  party  in  the  disputes. 

To  effect  lasting  changes  in  our  health  resources  and  delivery  sys- 
tem we  must  begin  to  change  the  nature  of  the  discussion.  If  we 
continue  discussing  health  as  is  has  been  in  the  past,  the  professionals 
will  clearly  dominate  the  debate  and  change  will  be  difficult  at  best. 
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Yet,  if  we  can  succeed  in  focusing  the  discussion  on  goals — such  as, 
what  should  the  health  care  system  become,  what  services  should  be 
made  available,  what  facilities  and  equipment  are  really  needed,  and 
what  kinds  of  manpower  will  be  required — then  thoughtful  nonpro- 
fessionals— including  legislators — will  be  able  to  make  a  contribution. 
The  capacity  and  willingness  of  State  legislators  and  other  elected 
officials  to  participate  in  this  debate  should  not  go  untapped. 

Our  presence  here  today  is  to  emphasize  that  State  governments 
are  anxious  to  be  coworkers  in  the  health  policy  arena.  State  govern- 
ments are  undergoing  serious  self-examination  and  rediscovery.  They 
have  an  abundance  of  authority  and  talent  which  has  not  yet  reached 
its  full  potential.  Nevertheless,  that  authority  and  talent  is  being 
applied  more  creatively  and  accountably  than  ever  before.  And  given 
the  proper  encouragement  and  deference  from  our  counterparts  at 
the  Federal  level,  improvements  shall  be  even  more  impressive  in 
the  future. 

We  are  all  familiar  with  the  quote,  "War  is  too  important  to  be 
left  to  the  Generals."  Working  from  this  adage,  I  would  suggest  that 
"Health  is  too  important  to  be  left  to  the  providers" — or  any  other 
singular  interest.  The  diversity  and  complexity  of  forces  and  actors 
within  the  health  care  system  demands  a  broad-based  dialog  among 
all  affected  parties.  Government  must  exercise  a  key  role  in  initiating 
and  brokering  such  a  dialog.  And,  also  government  should  serve  as  a 
major  architect  of  tomorrow's  health  care  system.  Yet,  my  fear  is 
that  government  is  too  often  synonymous  with  national  government 
and  the  legitimate  concerns  and  interests  of  other  levels  of  govern- 
ment within  the  Federal  system,  namely.  State  and  local,  frequently 
go  unrecognized. 

I  sincerely  hope  that  as  we  proceed  on  our  respective  levels  of 
government  in  search  of  a  consensus  to  the  many  vexing  issues 
health  care  reform  presents,  this  Congress  will  do  us  the  honor  of 
not  viewing  our  organization  as  just  another  special  interest  group. 
We  are  most  emphatically  not  the  American  Medical  Association  or 
the  American  Hospital  Association  or  Blue  Cross  or  Aetna.  Al- 
though many  of  us  within  the  State  legislatures  are  physicians, 
nurses,  insurance  salesmen,  and  hospital  trustees,  as  well  as  teachers, 
lawyers,  and  homemakers,  our  distinguishing  mark  is  that  each  one 
of  us — like  every  Member  of  Congress — must  return  every  few  years 
to  a  constituency  that  is  increasingly  dollar-minded  and  quality 
conscious. 

Mr.  Chairman,  that  concludes  the  representation  of  the  opinions 
of  the  NCSL  and  I  would  like  now  to  make  my  statement  as  State 
Representative  Elaine  Gordon  from  Florida. 

Mr.  Rogers.  Certainly. 

Miss  Gordon.  Mr.  Chairman,  members  of  the  committee,  it  is  an 
honor  to  be  here.  I  appreciate  very  much  the  opportunity  to  appear 
before  you  and  present  the  viewpoint  of  the  State  legislator  about 
the  National  Health  Planning  and  Resources  Development  Act. 

I  should  begin  by  affirming  my  general  agreement  with  the  posi- 
tion statement  of  the  National  Conference  of  State  Legislatures. 

My  remarks  will  be  confined  to  comments  of  a  general  nature,  a 
brief  review  of  progress  made  toward  implementation  of  this  law 
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of  the  State  of  Florida,  and  several  observations  about  possible 
amendments  that  the  committee  may  wish  to  consider. 

At  the  outset,  it  must  be  emphasized  that  many,  if  not  most,  of 
the  structures  mandated  by  Public  Law  93-641  are  not  yet  fully 
operational.  For  example,  only  a  handful  of  health  systems  agencies 
have  acquired  fully  designated  status  or  developed  even  the  first  of 
several  required  plans.  Therefore,  it  would  seem  unwise  at  this  time 
to  impose  significant  structural  adjustments  on  the  present  planning 
apparatus  because  we  have  had  insufficient  experience  with  the  exist- 
ing scheme  to  reach  firm  conclusions  about  its  respective  strengths 
and  weaknesses.  To  paraphrase  an  old  saw,  "If  you're  not  sure 
whether  it's  broke,  don't  fix  it." 

The  State  of  Florida  has  for  many  years  demonstrated  a  strong 
commitment  to  effective  health  planning.  Our  original  certificate  of 
need  law,  which  passed  in  1972,  embodies  the  same  philosophical 
principles  later  embraced  by  the  national  health  planning  law; 
namely,  emphasis  upon  broadly  based  community  participation  in 
decisions  that  affect  the  organization,  access  and  cost  of  health  care. 

At  present,  Florida  has  nine  conditionally  designated  health  sys- 
tems agencies  each  of  which  is  a  nonprofit  structure.  The  State 
health  planning  and  development  agency  is  our  department  of  health 
and  rehabilitative  services.  Two  of  our  HSA's  have  applications 
pending  for  fully  designated  status.  All  nine  of  our  HSA's  may  be 
fully  designated  by  April  of  this  year. 

Because  we  had  several  years  of  experience  with  coordinated 
State  and  local  health  planning,  the  transition  from  the  prior  sys- 
tem to  the  structures  mandated  by  Public  Law  93-641  was  a  rela- 
tively smooth  one  in  our  State.  It  so  happened  that  in  1975  our 
legislature  reorganized  our  human  services  department  and  provided 
service  districts  for  that  department  w^hich  were^  with  the  exception 
of  one  county,  coterminous  with  the  health  service  areas  designated 
under  the  Federal  health  planning  law.  Since  1975,  the  county  which 
was  not  in  compliance  with  this  design  has  been  shifted  so  that  our 
human  service  districts  are  now  geographically  in  complete  aline- 
ment  with  those  of  the  health  systems  agencies.  It  was  the  intent  of 
the  legislature  by  so  arranging  these  districts  to  insure  the  maximum 
organizational  coordination  between  HSA's  and  service  delivery  dis- 
tricts. This  has  proved  to  be  a  most  agreeable  arrangement  and  has 
significantly  facilitated  transfer  of  information  between  HSA's  and 
the  State  agency. 

In  1977,  the  Florida  Legislature  amended  its  certificate  of  need 
law  for  the  specific  purpose  of  conforming  to  the  requirements  dic- 
tated by  Federal  law  and  rules.  At  the  moment,  our  State  health 
planning  and  development  agency  officials  are  meeting  with  the 
HEW  personnel  in  Atlanta  to  determine  whether  we  are  in  com- 
pliance. 

This  brings  me  to  an  important  point  concerning  proposed  changes 
in  the  Federal  health  planning  law.  While  Florida  wishes  to  be  in 
compliance  with  certificate-of-need  requirements,  and  indeed  has  a 
law  which  significantly  exceeds  Federal  minimum  standards,  changes 
in  Federal  law  and  rules  in  this  sensitive  area  place  State  legislatures 
in  an  untenable  position.  For  each  time  that  this  law  or  rules  adopted 
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under  it  are  changed  in  Washington,  the  States  must  in  turn  seek  to 
make  modifications  in  their  own  certificate-of-need  programs.  In 
most  instances,  this  involves  the  difficult  process  of  amending  a  con- 
troversial law  through  State  legislative  action.  I  am  not  confident 
that  the  Florida  Legislature,  which  meets  only  2  months  out  of  the 
year,  will  be  of  a  mind  to  annually  respond  to  such  changes. 

Having  touched  upon  some  of  the  history  of  Florida's  implemen- 
tation of  the  Federal  law  and  the  years  preceding  it,  I  would  like 
now  to  move  on  to  a  discussion  of  possible  changes  that  the  commit- 
tee may  wish  to  consider.  Most  of  these  changes  will  not  require  a 
major  revision  of  present  law.  They  may,  however,  help  to  clarify 
and  reduce  the  complexity  of  relationships  under  the  present  struc- 
ture. 

I  would  begin  by  suggesting  that  the  committee  revisit  the  powers 
conferred  by  law  upon  the  State  Health  Coordinating  Council.  I  am 
particularly  interested  in  seeing  to  it  that  some  mechanism  is  pro- 
vided whereby  review  of  State  health  plans  approved  by  the  Council 
is  afforded  to  either  the  executive  or  legislative  branches  of  State 
government  or  possibly  both.  These  plans  have  a  vital  impact  upon 
the  organization  of  the  delivery  of  health  services  in  the  States  and, 
therefore,  I  feel  that  State  government  should  be  a  part  to  their 
development  and  approval.  I  further  believe  that  approval  authority 
with  respect  to  certain  Federal  grant  money  for  statewide  programs 
that  now  rests  with  the  State  Health  Coordinating  Council  would  be 
more  appropriately  left  to  the  Governor  of  the  State. 

When  title  XVI  of  the  Federal  Health  Planning  Law  replaced 
the  Hill-Burton  program,  it  was  my  hope  that  funds  appropriated 
under  this  title  would  be  available  for  programs  providing  alterna- 
tives to  traditional  institutional  care.  Unfortunately  appropriations 
under  this  title  have  not  been  forthcoming. 

In  Florida,  as  most  of  you  know,  we  are  privileged  to  have  a 
higher  percentage  of  people  over  60  years  of  age  then  any  other 
State.  In  Dade  County,  greater  Miami  area,  alone  there  are  more 
residents  60  years  and  older  than  comparable  age  groups  in  16  other 
States  combined.  Unfortunately,  traditional  medical  practice  has  not 
been  responsive  to  the  unique  needs  of  this  age  group. 

Because  as  a  Nation,  our  median  age  will  continue  to  inch  upward 
in  the  foreseeable  future,  it  becomes  apparent  that  Florida  is  now 
having  to  deal  with  problems  that  the  rest  of  the  country  will  face 
in  years  to  come,  and  in  fact,  new  systems  of  health  cajte  for  the 
elderly  have  begun  to  emerge. 

Florida  in  particular  is  a  fertile  testing  ground  for  the  rest  of  the 
Nation  because  due  to  the  necessity  of  providing  a  vast  array  of 
multi-faceted  services  to  a  distinct  elderly  population,  new  special- 
ties of  health  care  delivery  and  new  training  and  education  programs 
have  been  developed.  Florida  is  now  a  resource  for  the  rest  of  the 
Nation  of  creative  programing  for  the  elderly.  We  have  the  capa- 
bility, the  talent  and  the  expertise  to  share. 

With  financial  assistance  through  adequate  funding  of  title  XVI, 
it  would  be  possible  to  substantially  advance  these  innovative  ef- 
forts already  underway  in  Florida.  In  short,  although  efforts  to 
rationalize  the  present  system  through  effective  health  planning  are 
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essential,  I  believe  that  making  available  alternatives  to  the  existing 
treatment  systems  may  be  the  most  lasting  and  significant  contribu- 
tion that  will  result  from  this  law. 

With  respect  to  the  administration  of  the  program  by  HEW, 
there  have  been  certain  shortcomings.  There  was,  of  course,  the  con- 
troversy surrounding  the  guidelines  for  planning.  Equally  important, 
but  perhaps  less  visible,  has  been  the  slow  pace  at  which  technical 
assistance  has  been  made  available  to  State  and  local  agencies.  There 
have  been  improvements  in  this  regard  over  the  past  year,  however, 
much  more  could  be  done.  This  is  a  difficult  and  sensitive  program 
to  implement  at  the  local  level.  Every  effort  should  be  made  to  in- 
sure that  HSA'S  and  State  health  planning  agencies  are  not  forced  to 
muddle  through  but  instead  have  available  the  best  possible  technical 
support  from  Washington  and  the  regions. 

In  closing,  it  is  my  hope  that  the  Congress  will  strongly  recommit 
itself  to  the  laudable  objectives  set  forth  in  title  XV  of  the  Health 
Planning  and  Kesources  Development  Act.  I  believe  some  attention 
to  structural  issues  is  indicated  but  urge  you  not  to  undertake  a 
fundamental  rewrite  of  the  law;  because  any  such  re-write  would 
only  serve  to  further  the  cause  of  health  planning  opponents  by 
keeping  the  system  in  a  state  of  imbalance. 

Thank  you,  again,  for  the  privilege  of  making  my  presentation 
on  this  important  issue.  And  special  thanks  to  Eepresentative  Eogers, 
my  fellow  Floridian. 

Mr.  Rogers.  Thank  you,  Representative  Gordon,  for  a  very  help- 
ful, constructive  statement.  The  committee  will  carefully  go  over 
your  suggestions. 

Miss  Gordon.  Thank  you. 

Mr.  Rogers.  I  know  the  experience  you  have  had  in  Florida  gives 
you -the  expertise  to  make  these  statements  which  are  helpful. 
Representative  Tallon. 

STATEMENT  OF  HON.  JAMES  R.  TALLON,  JR. 

Mr.  Tallon.  Mr.  Chairman  and  members  of  the  Subcommittee  on 
Health  and  the  Environment,  I  am  James  R.  Tallon,  Jr.,  a  member 
of  the  New  York  State  Assembly  and  Chairman  of  the  Assembly's 
Program  Subcommittee  on  Health  Costs  and  Financing.  Prior  to  my 
election  in  1974,  I  served  as  executive  director  of  the  NY-Penn 
Health  Planning  Council,  an  areawide  314b  Comprehensive  Health 
Planning  Agency  in  Binghamton,  N.Y.,  as  a  member  of  the  board 
of  directors  of  the  American  Association  for  Comprehensive  Health 
Planning  in  1973  and  1974,  and  am  currently  a  member  of  the  board 
of  directors  of  the  NY-Penn  Health  Systems  Agency. 

My  brief  personal  comments  here  today  hopefully  offer  the  per- 
spective of  a  health  planner,  a  legislator,  and  a  New  Yorker  on  the 
various  suggested  changes  in  the  National  Health  Planning  and  De- 
velopment Act  of  1974  including  the  proposals  contained  in  H.R. 
10460. 

Mr.  Chairman,  your  remarks  in  the  Congressional  Record  of  J anu- 
ary  19  reaffirm  your  belief  in  the  soundness  of  the  basic  health  plan- 
ning structure  created  by  Pub.L.  93-641.  I  endorse  that  sentiment. 


196 


Since  the  discussions  of  1973  and  1974  which  led  to  Pub.L.  93-641, 
there  has  developed  greater  national  recognition  of  the  challenge 
of  cost  containment  within  the  health  care  system.  Because  of  the 
unique  fiscal  pressures  experienced  by  the  State  of  New  York  and 
several  of  its  localities  in  1975  and  1976,  and  because  of  the  rela- 
tively high  public  sector  share  in  supporting  New  York  State's  $15 
billion  health  industry,  I  believe  we  have  learned  valuable  lessons 
which  ought  to  be  considered  in  the  process  of  amending  the  Health 
Planning  and  Development  Act. 

New  York  has  gone  beyond  placing  limits  on  the  growth  of  the 
health  care  system.  Our  experiences  have  dealt  directly  with  shrink- 
age in  the  number  and  size  of  institutions.  The  proposed  amend- 
ments anticipate  the  "discontinuance  of  duplicative  or  unneeded 
facilities  and  services  and  facilities"  being  accepted  as  an  explicit 
national  health  priority. 

We  have  had  success  in  the  elimination  over  the  past  2  years  of 
almost  30  hospitals  and  a  net  reduction  of  almost  2,500  beds.  We 
have  seen  the  elimination  of  unnecessary  maternity  services  and  the 
regionalization  of  specialized  services. 

However,  we  have  learned,  in  my  opinion,  much  about  the  sub- 
stance and  process  of  a  "shrinkage"  policy.  We  have  learned  that 
substandard  facilities  can  be  closed.  We  have  learned  that  closure  of 
facilities  on  the  premise  of  excess  need,  however,  will  raise  compli- 
cated legal  questions  concerning  property  rights,  planning  meth- 
odology questions  concerning  the  financial  and  medical  impact  of 
forced  consolidation,  and  community  based  political  challenges  when 
the  loss  of  a  specific  services  is  offset  by  benetfis  felt  only  indirectly 
by  the  people  being  served.  You  have  heard  many  of  these  reactions 
to  the  publication  of  national  health  planning  guidelines. 

It  has  become  clear  in  New  York  that  successful  implementation 
of  further  shrinkage  in  the  number  and  size  of  institutions  requires 
careful  review  of  the  validity  of  our  planning  methodology;  spe- 
cific attention  to  the  incentives  necessary  to  build  public  support, 
whether  through  the  availability  of  alternative  improvements  in 
service  or  direct  consumer  cost  reductions;  and  substantial  local  au- 
thority in  the  shrinkage  decision  to  prevent  the  characterization  of 
the  decision  to  reduce  services  as  an  external  politial  threat. 

The  recent  New  York  experience  also  suggests  caution  in  the  im- 
plementation of  new  conceptual  approaches  to  planning.  An  overall 
limit  on  capital  expenditures  is  appealing  to  those  who  would  meas- 
ure relative  need.  It  is,  nevertheless,  a  new  tool  and  caution  is  advised 
in  its  implementation.  The  fragile  political  structure  of  health 
planning  can  afford  few  public  mistakes. 

The  proposals  contained  in  H.R.  10460  envision  some  degree  of 
increased  State  responsibility  in  the  health  planning  and  develop- 
ment process.  While  some  may  argue  for  even  greater  State  author- 
ity over  planning  decisions,  careful  consideration  should  be  given  to 
extensions  of  authority  only  to  a  State  executive  or  executive  domi- 
nated agency.  The  long-term  goals  of  the  National  Health  Planning 
and  Development  Act  require  the  broadest  possible  support  if  they 
are  to  be  reached.  As  a  legislator,  even  with  a  high  degree  of  per- 
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sonal  involvement,  the  health  planning  process  in  my  State  has 
seemed  distant,  obscure,  erratic,  and  occasionally  confusing.  Provi- 
sions for  State  legislative  involvement  in  the  various  boards  and 
structures  created  at  both  the  State  and  regional  levels,  and  in  the 
process  of  determining  needs  and  priorities  for  the  respective  States 
can  only  strengthen  the  narrow  base  of  the  present  movement. 

Several  proposals  deserve  specific  endorsement. 

The  extension  of  certificate-of-need  decisions  to  major  equipment 
purchases  regardless  of  setting  is  a  necessary  step. 

The  improvement  of  HSA  funding,  especially  in  the  case  of  my 
own  personal  experience  with  a  small,  under  500,000,  bi-State  agency, 
is  essential. 

Greater  coordination  of  health  planning  and  rate  review  is  clearly 
required.  Control  of  capital  expenditures,  however  large,  will  remain 
at  best  an  indirect  method  of  cost  containment. 

Mr.  Chairman,  the  tone  of  the  recommendations  in  H.R.  10460 
and  of  your  own  statements  indicate  the  evolutionary  nature  of  the 
planning  process.  As  we  take  the  next  steps,  let  us  focus  on  the  in- 
formation and  procedures  necessary  to  develop  and  maintain  broad 
public  support  in  reaching  our  national  health  goals. 

Mr.  Chairman,  just  two  brief  notes  in  addition  to  the  testimony 
to  call  attention  to  section  209  of  the  bill  in  which  we  talk  about  the 
additional  involvement  of  the  locally  elected  officials  on  the  HSA 
boards. 

I  would  hope  we  would  be  careful  in  writing  the  language  of  that 
section  so  as  not  to  arbitrarily  limit  that  public  sector  involvement 
to  local  officials.  State  legislators  like  myself  and  indeed,  Mr.  Chair- 
man, Members  of  Congress  or  their  designees  may  find  themselves 
appropriate  members  of  HSA  boards  and  in  that  section  let  us  not 
focus  too  narrowly  on  the  local  representation  when  we  talk  simul- 
taneously about  public  officials. 

Second.  Mr.  Chairman,  in  section  223  of  the  bill  we  talk  about 
the  issue  of  the  composition  of  the  statewide  health  coordinating 
council,  we  talk  about  changing  the  current  provision  of  two  mem- 
bers per  HSA.  We  try  to  relate  in  that  section  of  the  bill  some  rela- 
tionship of  the  size  of  population  being  served.  In  that  section,  Mr. 
Chairman.  I  hope  you  would  take  into  account  the  specific  experi- 
ence of  Xew  York  where  the  ratio  between  the  largest  and  the 
smallest  agency  is  20  to  1.  If  that  were  the  case,  we  would  have  to 
take  into  account  the  overall  size  of  the  statewide  health  coordi- 
nating council.  I  would  hope  we  would  have  some  flexibility  in  the 
final  selection. 

Thank  you  very  much. 

Mr.  Rogers.  Thank  you,  Mr.  Tallon,  for  an  excellent  statement. 
We  appreciate  it. 
Mr.  Traylor. 

STATEMENT  OP  FRANK  TRAYLOR,  M.D. 

Dr.  Traylor.  Mr.  Chairman,  I  am  Frank  Traylor,  a  physician  of 
the  Diplomat  Board  of  Surgery  serving  in  the  Colorado  State  House 
of  Representatives.  As  the  only  physician  in  this  body  it  has  fallen 
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to  me  to  attempt  to  reconcile  the  State  certificate-of-need  program 
with  the  Federal  requirements.  This  is  no  easy  task,  I  can  assure 
you.  I  will  attempt  to  be  brief  and  nonrepetitive. 

I  would  agree  with  the  need  for  elected  officials  on  HSA's  but 
hope  that  they  would  not  be  placed  thereon  diminishing  the  number 
of  physicians  on  the  HSA  board.  The  part  that  we  have  not  dealt 
with  today  in  your  amendments  would  have  to  do  with  the  grants 
for  hospital  rate  review.  As  the  law  is  presently  written,  the  State 
Planning  &  Plealth  Development  Agency  is  the  designated  one  who 
will  have  to  do  the  rate  review  to  get  the  Federal  funds.  In  Colorado 
the  hospital  association  and  the  legislature  of  the  State  government 
all  felt  that  rate  review  should  be  done  by  a  separate  agency,  not 
the  SHPDA,  and  so  I  would  hope  that  the  law  could  be  amended  to 
say  that  if  the  rate  review  mechanism  complied  with  the  Secretary's 
mandates  that  it  would  be  available  or  could  be  qualified  for  grants. 

I  would  like  to  make  a  few  general  remarks  as  an  individual  con- 
cerning the  certificate-of-need  program.  Colorado  has  had  one  since 
1973.  It  was  not  very  successful  to  begin  with  because  a  number  of 
projects  were  grandfathered  in.  In  addition,  public  pressure  was  not 
very  strong  and  the  Health  Facility  Advisory  Council,  as  that  group 
is  called,  that  passes  on  certificate-of-need  did  not  have  much  pres- 
sure on  it. 

In  the  last  year  there  have  been  a  number  of  projects  turned  down 
and  review  has  been  much  more  stringent,  so  I  would  hope  that 
before  you  tighten  the  screws  down  federally  as  to  what  the  agencies 
are  doing  in  each  State,  you  can  possibly  give  each  one  a  little  more 
time.  I  think  you  will  realize  that  they  are  much  more  effective  than 
they  were  in  the  past.  It  does  take  several  years  to  get  going  because 
of  the  grandfathering. 

There  are  some  areas,  though,  presently  I  think  which  are  pernici- 
ous. First  of  all,  all  institutional  health  services  have  to  be  reviewed, 
all  new  institutional  health  services.  This  could  include  anything. 
In  a  field  like  medicine  this  is  extremely  stifling  and  it  would  stop, 
I  think,  all  new  advances  or  at  least  slow  them  down  if  you  have 
to  get  a  new  certificate-of-need  for  everything.  I  see  in  your  bill 
that  this  will  be  changed. 

The  regulations  specify  that  the  certificate-of-need  agency  if  it 
does  not  make  a  decision  the  certificate  is  automatically  discarded 
or  refused.  This  makes  an  easy  out  for  an  agency  and  I  think  is 
not  giving  due  process  to  the  applicant  so  I  would  hope  that  that 
would  be  changed. 

There  are  some  things  that  I  think  you  should  be  aware  of.  A 
certificate-of-need  really  does  distort  the  market  mechanism.  For 
example,  in  Colorado  Dr.  Foley  who  testified  this  morning  was  our 
head  of  the  social  service  department.  He  had  a  maximum  that  could 
be  paid  as  a  daily  rate  in  a  nursing  home,  $21.  In  Denver  we  have 
a  few  extra  beds,  and  there  are  some  good  nursing  homes  and  some 
bad  nursing  homes.  The  bad  ones  have  empty  beds  and  the  good 
ones  have  a  waiting  list.  There  are  vacancies.  If  two  or  three  good 
nursing  homes  opened  in  Denver,  the  bad  ones  would  go  out  of 
business.  Instead  the  State  now  is  clamboring  for  a  bill  which  would 
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regulate  poor  nursing  homes.  We  really  don't  need  that  bill  if  the 
marketplace  would  punish  the  bad  ones  and  put  them  out  of  business. 
As  far  as  the  Colorado  experience  is  concerned,  it  is  my  experiencie 
that  the  certificate-of-need  distorts  the  market  and  bad  nursing 
homes  stay  in  business. 

One  other  comment  about  distortion.  I  believe  that  HMO's  do 
need  possibly  special  consideration  but  I  would  hope  that  if  you  do 
modify  the  law  or  amend  it  that  you  would  not  give  them  a  break 
at  the  expense  of  the  Blue  Cross  or  patients  who  pay  their  own  way. 

In  other  words,  if  an  HMO  can  rent  beds  in  a  hospital  which  is 
half  full,  it  would  seem  to  me  that  granting  them  the  ability  to 
start  a  new  hospital  on  their  own  and  just  empty  out  existing  beds 
would  be  deleterious  and  counterproductive  . 

Finally,  decertification.  It  would  seem  to  me  that  decertification 
is  an  extremely  sensitive  political  area  and  that  the  best  way  to  do 
this  is  through  a  rate  review  mechanism  in  which  the  rate  review 
board  assures  everyone  that  they  pay  for  what  they  get. 

In  other  words,  the  pharmacy  should  not  subsidize  a  half-full 
maternity  unit  or  the  X-ray  department  should  not  furnish  money 
to  another  part  of  the  hospital  which  is  not  making  money.  So  if  the 
rates  are  actually  set  on  the  service  provided  and  the  accounting 
procedures  are  established  so  that  each  unit-cost  center  in  a  hospital 
pays  its  own  way,  it  will  soon  be  apparent  that  costs  of  $300  or 
$400  a  day  would  be  applicable  on  a  ward  that  is  half  full  and  the 
hospital  will  be  forced  to  close  that  part  which  is  underutilized. 

I  wish  you  success  in  your  deliberations  on  this  bill  and  appre- 
ciate appearing  before  you. 

Mr.  Rogers.  Thank  you  for  the  suggestions  you  have  made  and 
the  points  you  have  raised. 

Would  you  suggest  an  accounting  system  that  is  consistent  for  all 
hospitals  to  get  to  the  problem  of  making  sure  each  division  of  the 
hospital  pays  its  own  way? 

Dr.  Traylor.  Yes.  We  passed  legislation  creating  a  rate  review 
commission  last  year  and  that  was  one  of  the  requirements.  Uniform 
accounting,  uniform  designation  of  cost  centers,  and  so  on. 
Mr.  Rogers.  And  you  think  that  has  worked  out? 
Dr.  Traylor.  Well,  it  has  just  started  6  or  8  months  ago.  It  is 
similar  to  Washington,  Maryland,  and  other  States. 

Mr.  Rogers.  Representative  Gordon,  you  thought  it  might  be  a 
good  idea  to  have  some  funds  to  use  to  demonstrate  decertification 
before  we  move  into  it  in  a  heavy  way  to  let  some  of  the  States 
experiment  with  that. 

Miss  Gordon,  Well,  we  have  some  programs  going  now.  We  have 
been  designated  five  areas  of  our  State  as  experiments  in  the  Com- 
munity Care  for  the  Elderly  Act  but  even  aside  from  that  private 
agencies  have  been  getting  into  experimentation  out  of  necessity. 
There  are  certain  things  that  they  have  to  do. 

For  instance,  we  are  only  one  of  two  States  nationwide  that  are 
doing  "Meals  on  Wheels"  with  frozen  meals  and  it  is  working  out 
beautifully.  If  we  could  develop  those  programs  and  be  able  to  dem- 
onstrate that  doAvn  the  road,  it  is  going  to  be  helpful  for  the  rest 
of  the  country. 
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We  also  had  a  bill  in  the  legislature  which  we  funded  through  title 
XVI,  as  a  matter  of  fact,  where  elderly  could  be  cared  for  within 
the  home,  setting  by  their  own  relatives  with  a  small  subsidy.  Most 
of  the  time  many,  many  of  the  elderly  could  easily  and  in  fact  more 
desirably  be  at  home  except  for  the  fact  that  the  family  members 
simply  can't  handle  the  expense.  So  with  a  subsidy  to  the  family  to 
care  for  that  person,  aside  from  the  humanitarian  aspects  of  it,  it  is 
cost-effective  and  could  keep  elderly  out  of  institutional  settings. 

I  think  that  we  have  come  a  long  way  in  this  country  in  develop- 
ing ways  to  keep  people  alive  and  have  done  little  to  improve  the 
quality  of  that  life  once  we  have  extended  it  for  them.  I  think  that 
Florida  could  be  the  testing  group  and  certainly  has  already  de- 
veloped the  experience  that  ought  to  be  the  resource. 

Mr.  Rogers.  Thank  you  so  much. 

Representative  Tallon,  I  presume  you  would  say  we  should  not 
make  any  significant  changes  in  the  law  or  in  the  structure. 

Mr.  Tallon.  I  think,  Mr.  Chairman,  the  basic  concepts  of  the  law 
are  valid  and  what  we  are  talking  about  are  changes  in  the  relative 
levels  of  power  within  the  system.  I  think  it  is  reasonable  as  a  State 
representative  that  I  can  endorse  the  proposal  for  some  greater  State 
participation  in  some  ways  that  have  been  pointed  out  in  the  bill 
but  it  strikes  me,  Mr.  Chairman,  that  we  really  have  working  out 
there  in  the  field  only  about  2  years  of  experience  from  the  time  we 
have  gotten  the  agencies  going.  We  are  dealing  with  an  enormously 
complex  industry  with  a  particularly  complex  economic  structure,  a 
combination  of  public  and  private  involvement,  perhaps  one  of  the 
most  complex  in  all  society.  We  put  in  place  a  series  of  ajjencies 
made  up  of  people  who  are,  by  and  large,  working  in  good  faith  and 
they  are,  by  and  large,  supported  by  professionals  of  developing 
skill.  It  seems  appropriate  to  keep  that  system  in  place,  to  allow  it 
to  proceed  forward,  and  in  that  sense  monitor  its  performance  in  the 
years  ahead. 

Mr.  Rogers.  Thank  you  so  much. 

Dr.  Carter,  do  you  have  any  questions? 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Representative  Tallon,  you  have  already  gone  through  the  decerti- 
fication in  New  York. 
Mr.  Tallon.  Yes,  sir. 

Mr.  Carter.  And  you  had  2,000  excess  beds  which  you  closed  and 
80  hospitals.  That  would  have  saved  you  how  much  money  in  the 
State?  Do  your  books  reflect  that  saving? 

Mr.  Tallon.  I  don't  have  that  number,  Mr.  Carter.  It  is  in  the 
millions  of  dollars,  of  course. 

Mr.  Carter.  It  is  interesting  to  note  that. 

Now,  technically,  according  to  what  we  have  been  told,  that  should 
have  saved  the  State  of  New  York  $60  million  each  year  since  those 
beds  were  closed. 

Mr.  Tallon.  Yes. 

Mr.  Carter.  I  hope  that  it  did.  I  hope  on  your  balance  sheet  that 
that  change  was  reflected. 

Mr.  Tallon.  It  is  a  change  that  we  welcome.  Dr.  Carter. 

Mr.  Carter.  From  your  budget  of  $15  billion — I  believe  that  is 
what  you  spend  there — I  think  it  would  not  be  much  of  a  change  but 
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at  least  $60  million  is  a  pretty  good  sum  of  mone;y ,  a  large  sum  of 
money. 

I  was  interested  in  what  you  were  saying  about  nursing  homes.  In 
some  areas  doctors  have  given  orders  that  patients  not  go  to  one 
particular  home,  to  the  neighborhood  home,  because  of  poor  condi- 
tions in  those  homes.  Yet  those  neighborhood  homes  are  not  allowed 
improvements  because  there  are  vacancies  in  nursing  homes  in  the 
adjacent  counties.  Is  that  something  along  the  line  of  what  you  were 
saying,  Doctor? 

Dr.  Traylor.  No.  Actually  the  problem  arises  that  we  have  excess 
beds  but  some  of  the  nursing  homes  that  are  inferior  are  half  full 
whereas  the  good  nursing  homes  have  tremendous  waiting  lists  and 
we  cannot  build  new  nursing  homes  because  the  certificate-of-need 
won't  be  granted.  One  or  two  good  nursing  homes  would,  in  my 
opinion,  put  the  bad  ones  out  of  business. 

Mr.  Carter.  Yes,  it  seems  so  to  me. 

Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Thank  you  very  much.  We  are  grateful  to  you  for 
being  here  and  your  testimony  has  been  most  helpful. 
Miss  Gordon.  Thank  you. 

Mr.  Rogers.  The  last  witness  today  is  Cooper  L.  Parker,  director 
of  the  Iowa  State  Health  Planning  Agency,  Des  Moines,  Iowa. 
We  welcome  you  to  the  committee.  Sir.  Parker. 

STATEMENT  OF  COOPER  L.  PARKER,  DIRECTOR,  IOWA  STATE 
HEALTH  PLANNING  AGENCY 

Mr.  Parker.  I  would  like  to  begin  with  a  brief  observation  on  the 
testimony  I  have  heard  so  far  today. 
Mr.  Rogers.  Certainly. 

Mr.  Parker.  I  would  like,  if  possible,  to  attempt  to  dispel  the 
myth  that  by  removing  elected  public  officials  from  the  process  that 
we  have  taken  politics  out  of  health.  We  have  not.  If  there  is  any 
doubt  in  anyone's  mind  that  the  politics  of  health  is  important,  I 
would  simply  refer  the  doubter  to  the  recent  turmoil  on  the  policy 
planning  guidelines. 

I  listened  with  great  interest  in  Iowa  to  the  public  and  private 
statements  of  the  HSA  directors  and  the  politicians  and  I  was  struck, 
Mr.  Chairman,  as  I  perceive  the  committee  would  be  at  the  similarity 
between  the  two.  Now  there  are  cynics  in  Iowa — yes,  we  have  them  in 
Iowa,  too — who  would  offer  as  a  partial  explanation  for  that  the  fact 
that  the  Iowa  Hospital  Association  is  prominently  represented  on  the 
HSA  board  and  the  subarea  councils  but  I  would  leave  that  to  others 
to  make  a  determination. 

I  would  also,  in  keeping  with  that,  point  to  a  recent  article  which 
appeared,  I  believe  it  was  last  week  in  the  Des  Moines  Register  and 
pointed  to  the  fact  that  the  Iowa  HSA  has  had  several  elections  of 
board  members  since  it  came  on  the  scene  but  that  as  yet  no  new  per- 
sons have  been  elected  to  the  board,  which  brought  those  cynics  out  of 
the  woodwork  again  to  wonder  if  it  is  possible  that  the  role  of  the 
HSA  board  member  is  beginning  to  be  perceived  by  them  as  that  of 
getting  reelected. 
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The  point,  Mr.  Chairman,  is  that  by  removing  elected  public  offi- 
cials from  the  process  we  have  not  removed  politics  from  health.  The 
politics  of  health  is  as  sophisticated  and  as  tough  as  street  politics  ever 
thought  about  being  and  we  need  to  remember  that. 

Briefly,  Mr.  Chairman,  I  am  here  speaking  today  on  behalf  of  the 
State  Health  Planning  and  Development  Agency  directors  of  Depart- 
ment of  Health,  Education,  and  Welfare  region  VII,  which  includes 
the  States  of  Iowa,  Kansas,  Missouri,  and  Nebraska;  region  VIII 
which  includes  Colorado,  Montana,  North  Dakota,  South  Dakota, 
Utah,  and  W3|;oming;  as  well  as  the  States  of  Wisconsin,  Minnesota, 
and  New  Mexico. 

We  are  here  to  encourage  support  for  three  amendments  to  Public 
Law  93-641  which  will  increase  the  role  of  the  States  in  the  health 
planning  process,  and  to  tell  you  why  we  believe  this  to  be  necessary 
to  the  success  of  the  Health  Planning  Act. 

Before  going  to  that,  however,  I  have  been  asked  by  my  counter- 
parts in  Kansas,  Missouri,  Nebraska,  North  Dakota,  Montana,  Wis- 
consin, Minnesota,  and  New  Mexico  to  comment  to  you  about  the  re- 
cent uproar  over  the  proposed  national  planning  guidelines  issued  last 
September.  You  may  recall  that  my  own  State  of  Iowa  was  particu- 
larly active  in  the  public  comment  on  those  guidelines.  We  were 
mightily — and  vocally — concerned  about  two  thmgs: 

One,  that  groups  which  should  have  been  consulted  in  the  prepara- 
tion of  the  guidelines  were  ignored  and;  two,  that  the  rural  health 
care  facilities  were  threatened  by  the  guidelines. 

I  want  to  emphasize  that,  although  most  of  the  objections  to  the 
guidelines  came  from  States  classified  as  rural,  no  one  should  be  mis- 
led by  that  to  think  that  the  guidelines  as  published  in  September 
posed  a  danger  only  to  rural  States.  It  is  more  accurate  to  say  that 
they  threatened  rural  areas.  I  serve  on  a  committee  to  advise  the  hu- 
man resources  committee  of  the  National  Conference  of  State  Legisla- 
tures, and  at  a  meeting  of  that  body  in  November,  I  listened  with 
great  interest  as  legislators  from  rural  areas  of  two  of  our  most 
urban  States  voiced  the  same  criticisms  of  the  guidelines  that  we  in 
Iowa  had. 

I  want  today  to  tell  you  that  the  State  agencies  of  Iowa,  Kansas, 
Nebraska,  Missouri,  North  Dakota,  Montana,  Wisconsin,  Minnesota, 
and  New  Mexico  have  reviewed  the  revised  guidelines  and  can  say  to 
you  that  they  provide  the  relief  and  flexibility  which  we  sought.  We 
are  grateful  that  the  Department  proved  attentive  to  the  voice  of  the 
people  who  live  in  rural  areas.  Utah,  South  Dakota,  New  Mexico,  and 
Colorado  had  only  just  received  the  revised  guidelines  and  had  not 
had  an  opportunity  to  review  them.  We  know  that  in  Iowa,  for  in- 
stance, we  have  more  hospital  beds  than  we  need.  We  are  aware  of  the 
necessity  to  shrink  the  size  of  the  health  care  delivery  system.  We 
were  asking  that  we  be  permitted  to  accomplish  that  task,  however, 
without  jeopardizing  access  to  care  in  rural  areas.  The  Secretary  and 
the  Department  were  responsive  to  that  concern,  and  we  are  pleased. 
Moreover,  we  see  the  decision  of  the  Secretary  to  open  the  revised 
guidelines  to  further  public  comment  as  highly  conciliatory  on  his 
part  and  we  are  of  the  opinion  that  it  will  go  far  to  gain  support 
for  the  guidelines  when  they  do  appear  in  their  final  form. 
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And  now  to  the  specific  amendments  to  which  we  want  to  give  our 
support.  They  are : 

One :  The  amendment  to  permit  the  Governors  appointing  author- 
it}^  over  the  chairperson  of  the  statewide  health  coordinating  council, 
using  whatever  appointment  mechanisms  in  the  States. 

Two :  The  amendment  to  require  the  Governor  to  approve  the  State 
health  plan  before  it  becomes  final. 

Three :  The  amendment  to  permit  the  Governor  or  the  appropriate 
State  agency  to  override  health  systems  agency  disapproval  of  Fed- 
eral formula  grant  funds. 

I  must  tell  you  that  two  of  our  number,  Wisconsin  and  Missouri, 
are  not  unqualified  in  their  support  of  this  last  amendment.  They  do, 
however,  want  it  understood  that  they  agree  in  principle  with  it. 

All  three  of  these  amendments,  taken  together,  w^ould  strengthen 
the  part  to  be  played  by  the  States  in  planning  for  the  delivery  of 
health  services  and  in  formulating  the  policies  necessary  to  imple- 
ment the  planning.  Consequently,  I  will  not  spend  time  arguing  the 
particular  merits  of  each  amendment,  since  it  is  their  cumulative  effect 
which  we  support.  I  will  rather  direct  the  remainder  of  my  remarks 
to  our  reasons  for  supporting  an  expanded  role  for  the  elected  public 
officials  within  the  States. 

In  the  first  place.  State  government,  in  our  opinion,  has  a  record  of 
accomplishment  in  the  field  which  significantly  predates  Federal  ini- 
tiatives. It  is  important,  Ave  think,  to  note  that  the  States,  not  Con- 
gress, conceived  of  the  idea  of  certificate-of-need  as  a  step  toward  cost 
containment.  In  1964,  a  commission  appointed  by  the  Governor  of 
New  York  began  work  which  resulted  in  the  country's  first  certificate- 
of-need  legislation,  in  1965.  Between  1965  and  1972,  when  Congress 
authorized  capital  expenditures  review  under  section  1122,  15  States 
had  passed  such  legislation.  Between  1972  and  1975  an  additional  11 
States  had  enacted  CON  laws.  Six  States,  including  Iowa,  have  ex- 
tended review  of  capital  expenditures  to  physicians'  offices.  In  addi- 
tion, according  to  recently  collected,  but  as  yet  unpublished  data,  nine 
States  are  considering  legislation  which  require  review  of  capital  ex- 
penditures in  excess  of  $100,000,  as  opposed  to  the  Federal  require- 
ment of  $150,000.  Can  it  be  that  the  States  have  the  flexibility  the 
Congress  may  lack  to  meet  the  threat  of  the  $95,000  CAT  scanner? 
Also,  14  States  are  considering  CON  legislation  which  would  extend 
coverages,  in  excess  of  Federal  requirements,  to  such  facilities  as  TB, 
psychiatric,  home  health,  and  kidney  disease. 

We  in  the  States  often  hear  that  we  must  be  bypassed  because 
elected  public  officials  will  not  make  the  hard  decisions  necessary  to 
shrink  the  system.  The  facts  I  have  just  submitted  to  the  subcommit- 
tee seems  to  argue  against  such  an  assertion.  We  urge  this  subcom- 
mittee to  recognize  it  for  the  myth  that  it  is.  One  can  hardly  listen  to 
a  recitation  of  the  States'  initiatives  which  both  predate  and  exceed 
Federal  initiatives  and  still  try  to  cut  with  such  an  old  saw. 

Furthermore,  to  the  best  of  my  knowledge,  no  one  is  touting  cer- 
tificate-of-need as  the  be-all  and  end-all  of  health  care  cost  contain- 
ment, and  the  jury  is  still  out  on  whether  it  is  helpful  in  this  regaird 
at  all.  Therefore,  we  might  ask  what  the  States  are  doing  on  their 
own  initiative  to  contain  costs,  outside  of  what  the  Federal  Govern- 
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ment  requires.  We  hear  that  certificate-of-need  coupled  with  rate 
regulation  can  be  an  effective  cost-containment  measure.  You  may 
find  it  interesting  to  know  that  as  of  January  1977,  according  to  a 
survey  conducted  for  the  American  Hospital  Association,  25  States 
had  in  place  rate  regulation  mechanisms  of  some  sort.  Now,  one  may 
argue  how  thoroughgoing  each  of  these  might  be.  However,  it  hardly 
seems  fair  for  the  Congress  to  exclude  the  States  from  the  Health 
Planning  Act  bectause  of  footdragging  when  fully  half  of  them  have 
moved  toward  a  position  which  the  Congress  is  only  contemplating. 

A  significant  State  role  is  necessary  to  insure  the  success  of  the 
Health  Planning  Act  itself.  A  recent  article  in  the  National  Journal 
talks  about  "HSA's,  Power  and  Politics."  I  quote  from  that  article : 

Depending  on  local  circumstances,  HSA's  hitch  their  wagons  to  elements  of 
the  local  power  structure,  hoping  to  influence  the  health  system  by  sharing 
goals  with  other  interests. 

In  Akron,  Ohio,  for  example,  the  Health  Systems  Agency  of  Summit-Portage 
County  relies  heavily  on  the  influence  wielded  by  local  industry.  Richard  M. 
Marin,  health  service  industry  relations  manager  of  Goodyear  Tire  and  Rubber 
Company,  is  president  of  the  HSA. 

Martin  has  effectively  employed  the  backing  of  Goodyear's  chairman  *  *  * 

In  Miami,  Florida,  the  picture  is  totally  different  *  *  *  the  Health  Systems 
Agency  has  relied  heavily  on  support  from  *  *  *  the  city's  two  major  news- 
papers. 

Not  every  community  has  a  major  industry,  or  even  a  newspaper. 
But  there  are  tAvo  entities  which  impact  every  community  in  America : 
A  State  legislature  and  a  Governor.  The  people  who  have  authorized 
me  to  make  this  statement  for  us  all  today  have  only  the  greatest  en- 
thusiasm for  the  active  involvement  of  all  elements  of  the  community 
in  health  planning  and  policy  development.  But  we  urge  you  to  in- 
clude those  actors — Governors  and  legislatures — without  whose  par- 
ticipation the  house  of  cards  comes  down. 

I  recently  heard  a  health  planner  defend  the  exclusion  of  elected 
public  officials  by  saying,  "The  health  cost  problem  didn't  arise  over- 
night. Costs  have  risen  steadily  over  the  last  decade  and  politicians 
haven't  stopped  it."  Neither,  I  would  urge,  have  consumers,  doctors, 
or  hospitals.  "Politicans"  alone,  surely,  are  not  responsible  for  the 
rising  costs.  Indeed,  as  I  have  argued  earlier,  they  have,  at  least  since 
1965,  been  attempting  solutions.  One  could  as  easily  point  the  finger 
of  blame,  and  some  do,  at  hospitals,  doctors  and  other  health  care 
providers.  But,  Mr.  Chairman,  are  they  systematically  excluded  from 
the  act?  No,  indeed.  Instead,  the  composition  formulae  of  health  sys- 
tems agency  boards  and  statewide  health  coordinating  councils  jeal- 
ously insure  their  inclusion.  But  State  and  local  governments  are  ex- 
cluded. It  is  time  now  to  rectify  this  particular  injustice. 

Finally,  it  is  to  elected  public  officials  to  whom  eventually  the  plan- 
ners must  turn  to  convert  planning  into  policy.  The  planning  process 
can  point  to  the  necessity  of  certifying  need  before  expanding  facili- 
ties and  all  can  marvel  at  the  process,  and  the  methodology  and  the 
firm  basis  for  such  a  recommendation.  But  until  a  constitutional  ma- 
jority of  the  State  legislature  passes  a  bill,  and  the  Governor  signs  it, 
you  never  will  have  certificate-of-need.  And  how  long  do  you  think  it 
will  take  planning  mechanisms  to  wither  without  policy  support?  A 
review  of  the  goals  and  objectives — and  when  will  we  realize  that 
those  terms  are  synonymous — of  the  health  systems  plan  of  one  of 
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Iowa's  health  systems  agency  reveals  that  over  70  percent  of  them  will 
require  action  by  the  Governor  or  the  legislature  or  both  if  they  are 
to  be  achieved. 

The  fact  that  State  government  has  been  responsive  to  people's 
needs  even  though  they  have  been  excluded  from  the  planning  and 
policy  development  process  is  clearly  documented.  We  are  saying  that 
the  arguments  most  often  advanced  to  support  that  exclusion  are 
fallacious  and  that  to  continue  it  will  not  be  in  the  best  interests  of  the 
objectives  of  the  Health  Planning  Act  which  we  support. 

To  conclude,  Mr.  Chairman,  the  fact  that  we  have  spoken  only  to 
these  three  amendments  does  not  mean  that  we  do  not  support  the 
other  amendments  endorsed  by  the  National  Governors  Association, 
or  any  other  group.  It  is  only  that  these  are  three  very  important 
changes  we  would  like  to  see  made.  I  have  been  asked  to  remind  you 
that  the  first  two  amendments  we  are  addressing  today  have  also  re- 
ceived the  support  of  the  National  Conference  of  State  Legislatures. 

Thank  you,  Mr.  Chairman,  for  your  patience  and  your  forebear- 
ance. 

Mr.  KoGERS.  Thank  you,  Mr.  Parker.  We  appreciate  your  help. 
Dr.  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

On  cost  containment  you  state  that  you  have  predated  certain  Fed- 
eral initiatives  and  therefore  you  believe  that  you  are  capable  of  going 
ahead  with  your  plan  without  Federal  direction.  All  you  want  is  the 
Federal  funding,  is  that  correct  ? 

Mr.  Parker.  If  I  am  understanding  you  to  say  do  we  feel  that  we 
are  competent  to  do  planning  for  the  States,  I  would  say  yes.  What  I 
am  saying  is  that  I  believe  the  State  government  should  have  a  larger 
role  in  the  planning  process  for  the  reasons  that  I  have  enunciated 
that  the  State  government  has  to  make  some  important  determina- 
tions. 

Mr.  Carter.  Every  citizen  of  an  HSA  is  a  member  of  your  State. 
Mr.  Parker.  That  is  true. 

Mr.  Carter.  All  the  state  health  planning,  SHPDA — all  of  that  is 
part  of  the  State.  What  we  are  doing  is  giving  you  the  money  and 
some  directions  but  you  want  it  without  any  direction,  is  that  correct  ? 

Mr.  Parker.  No;  that  is  certainly  not  what  I  am  saying,  Dr. 
Carter. 

Mr.  Carter.  Yes,  sir. 

Mr.  Parker.  I  have  been  misunderstood  if  that  is  the  perception. 

Mr.  Carter.  Over  the  years  you  have  been  given  the  proper  direc- 
tion. If  we  tax  the  people  and  supply  you  with  these  funds,  then  we 
have  the  duty  to  see  that  they  are  wisely  spent. 

Thank  you. 

Mr.  Parker.  I  agree  with  that,  Dr.  Carter.  I  would  simply  state, 
if  I  may,  Mr.  Chairman,  that  what  I  am  saying  is  not  that  we  want 
no  Federal  guidelines  but  that  the  way  the  law  is  written  right  now  I 
would  submit  the  State  legislature  has  to  make  determination  on  what 
kind  of  certificate-of-need  law  will  be  enacted.  Now  there  are  certifi- 
cate-of-need  laws  and  there  are  certificate-of-need  laws.  I  happen  to 
favor  very  stringent  certificate-of-need  laws.  In  Iowa  I  served  on  the 
staff  of  the  legislative  committee  last  year  that  handled  certificate-of- 
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need  and  we  have  a  good  certificate-of-need  law  but  what  I  am  saying 
is  that  since  State  legislatures  and  Governors  are  called  into  the  proc- 
ess it  is  better  to  call  them  in  at  the  beginning  of  the  process  rather 
than  at  the  end. 

Mr.  Carter.  Thank  you. 

Mr.  Rogers.  Thank  you  very  much. 

Mr.  Parker.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Rogers.  We  appreciate  your  testimony. 

That  concludes  the  hearing  for  today.  The  committee  will  stand 
adjourned  until  10  o'clock  tomorrow  morning. 

[Whereupon,  at  3:48  p.m.,  the  subcommittee  adjourned  to  recon- 
vene at  10  a.m.,  January  31, 1978.] 


HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT 
AMENDMENTS  OF  1978 


TUESDAY,  JANUARY  31,  1978 

House  of  Representatives, 
Subcommittee  on  Health  and  the  Environment, 
Committee  on  Interstate  and  Foreign  Commerce, 

Washington^  D.G. 
The  subcommittee  met,  at  10  a.m.,  pursuant  to  notice,  in  room  2415, 
Rayburn  House  Office  Building,  Hon.  Paul  G.  Rogers,  chairman, 
presiding. 

Mr.  Rogers.  The  subcommittee  will  come  to  order,  please. 

We  are  continuing  hearings  on  Health  Planning  and  Resources 
Development  Amendments,  1978. 

First  off,  I  think  Mr.  Florio  had  a  comment  or  two. 

Mr.  Florio.  Mr.  Chairman,  thank  you  very  much. 

I  would  just  like  to  take  this  opportunity  to  recognize  the  presence 
here  of  a  very  important  labor  leader  in  my  area,  Mr.  Harry  Benn  of 
the  International  Ladies'  Garment  Workers  Union,  who  has  a  delega- 
tion here.  This  particular  union  has  been  very  active  in  the  forefront 
of  health  care  legislation,  so  I  am  pleased  to  welcome  them,  and  to 
acknowledge  their  cooperation  in  the  past. 

Mr.  Rogers.  We  are  pleased  to  have  you  here  at  the  committee.  I  am 
sorry  we  do  not  have  enough  chairs,  but  Ave  are  delighted  to  have  you 
here,  particularly  since  you  are  from  the  district  of  our  distinguished 
member  who  has  been  so  active  and  helpful  in  writing  health  legisla- 
tion to  improve  the  health  of  the  American  people. 

Our  first  witness  this  morning  will  be  Mrs.  Jacqueline  B.  Hanson, 
who  is  treasurer  of  the  American  Health  Planning  Association  and 
chairman  of  the  board  of  Mid- America  Health  Systems  Agency ;  and 
Mr.  Stanley  J.  Matek,  who  is  the  executive  director  of  the  Orange 
County  Health  Planning  Council  in  California. 

We  welcome  you  to  the  committee.  Your  statements  will  be  made  a 
part  of  the  record,  without  objection,  and  you  may  proceed  as  you 
desire. 

Mrs.  Hanson. 

STATEMENT  OF  JACQUELINE  B.  HANSON,  TREASURER,  AMERICAN 
HEALTH  PLANNING  ASSOCIATION,  AND  STANLEY  J.  MATEK 

Ms.  Hanson.  Good  morning,  Mr.  Chairman. 

My  testimony,  as  you  commented,  has  been  distributed  for  inclu- 
sion in  the  record  [see  p.  215] . 
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Mr.  Chairman  and  members  of  the  committee,  as  Congressman 
Rogers  said,  I  am  Jacqueline  Hanson.  I  am  a  consumer  and  have  been, 
for  2  years,  president  of  Mid- America  Health  Systems  Agency's 
board  of  directors,  a  bistate  health  systems  agency  in  Kansas  and 
Missouri;  and  I  am  treasurer  of  the  American  Health  Planning 
Association. 

I  am  here  this  morning  testifying  for  the  Health  Planning  Associa- 
tion, a  national  organization  which,  as  you  may  know,  represents  a 
wide  variety  of  consumer  and  provider  board  members  of  planning 
agencies,  as  well  as  professional  planners  and  the  whole  spectrum  of 
the  health  planning  world. 

We  have  a  tremendous  diversity  in  membership  and,  for  those  rea- 
sons, our  particular  concern  is  to  promote  the  health  planning  frame- 
work which  permits  the  proper  interaction  among  all  parts  of  that 
framework. 

We  have  studied  H.R.  10460  closely,  and  we  are  convinced  that  this 
proposal  contains  a  number  of  new  initiatives  to  integrate  correctly 
the  concerns  of  local  planning  agencies  with  the  State  and  those  at 
the  Federal  level. 

Mr.  Chairman,  you  and  your  staff,  are  to  be  congratulated  for  ad- 
dressing the  major  concerns  of  board  members  and  health  planners 
and  for  introducing  a  legislative  proposal  which,  if  adopted,  could 
improve  the  health  planning  process  without  significantly  disrupting 
it. 

We  feel  that  you  have  managed  to  not  accommodate  any  specific 
interest  to  the  exclusion  of  others ;  an  accommodation,  we  feel,  would 
ultimately  weaken  the  process. 

Health  planning  faces  a  time  of  testing.  Many  of  the  planning 
entities,  which  were  constituted  under  Public  Law  92-641,  have  just 
now  completed  the  substantive  tasks  of  health  systems  plan  develop- 
ment and  are  beginning  the  implementation  of  project  review,  re- 
source development,  and  cost  containment. 

We  are  very  pleased  that  the  changes  which  are  contained  within 
H.R.  10460,  are  ways  of  more  fully  implementing  the  planning  proc- 
ess and  the  interactions  therein. 

We  are  pleased  to  see  increased  responsibilities  for  board  members, 
HSA's,  SHPDA's  and  SHCC's  around  the  country.  H.R.  10460  offers 
proposals  to  clarify  and  make  more  specific  the  agenda  for  planners 
and  for  the  coordination  of  priorities  at  each  step  of  the  planning 
process. 

We  also  are  very  pleased  to  note  that  the  bill  permits  that  these 
responsibilities  be  adequately  funded. 

Mr.  Chairman,  you  know,  as  we  do,  that  one  of  the  principal  blocks 
to  effective  health  planning  has  been  a  lack  of  clarity  regarding  the 
roles  and  functions  of  the  planning  agencies  themselves.  An  HSA 
cannot  establish  its  credibility  in  a  community  unless  the  people  in 
that  cormnunity  know  what  an  HSA  really  represents,  and  whether 
or  not  an  HSA  is  likely  to  endure. 

The  American  Health  Planning  Association  believes  that  the  Con- 
gress created  our  agencies  to  deal  with  controversial  issues  of  resource 
development,  cost  control,  and  the  improved  efficiency  of  health  serv- 
ices. To  do  this  effectively,  we  need  the  support  of  Congress.  We  need 
its  critical  scrutiny  and  we  need  its  thoughtful  scrutiny. 
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If  H.R.  10460  is  passed,  it  makes  it  clear  that  neither  the  Federal 
Government  nor  the  State,  can  override  local  determinations  without 
due  process.  We  feel  comfortable  that  the  HSA's  will  continue  to 
grow  in  the  proper  manner. 

There  are  several  sections  of  the  legislation  which  I  would  like  to 
mention.  I  will  then  turn  over  the  balance  of  the  time  to  Mr.  Matek. 

In  section  203,  which  speaks  to  redesignation  of  health  service  areas, 
there  is  some  language  there  we  are  confused  and  a  little  unhappy 
about.  A  sentence  that  begins,  "Or  a  change  in  the  boundaries  of  such 
areas  would  result  in  a  health  service  area  which  better  meets  the 
requirements  of  such  subsection."  We  find  that  a  difficult  one  to  imple- 
ment, for  how  can  you  compare  the  actual  HSA  boundaries  against  a 
proposed  boundary  to  find  out  which  would  be  the  most  effective. 

In  our  testimony,  in  some  detail,  we  have  outlined  an  alternative  to 
that  language  and  suggest  adding  to  the  requirements  of  section  1511 
an  effectiveness  standard,  the  language  of  which  is  included  in  our 
testimony. 

We  also  support  the  intent  of  section  205,  which  allows  the  Secre- 
tary to  put  limits  on  the  functions  of  fully  designated  agencies.  How- 
ever, this  optional  arrangement,  we  feel,  could  potentially  cause  mis- 
understandings. Many  of  the  HSA  governing  bodies,  and  those  with 
whom  we  have  contact,  are  concerned  that  a  particular  agreement 
could  be  too  limiting  and  also  possibly  object  to  a  top-down  type  of 
priority.  We  would  suggest  that  limitation  of  HSA  functions  might 
be  handled  less  ambiguously  by  returning  HSA's  to  conditionally 
designated  status. 

Section  206(b)  encompasses  the  extraordinary  travel  and  allow- 
ances that  could  be  necessary  in  areas  where  you  have  large,  rural 
geographic  situations,  HSA's  which  serve  several  SMSA's,  or  HSA's 
located  in  more  than  one  State,  such  as  the  situation  in  which  I  serve, 
where  we  have  two  SHCC's,  two  SHPDA's,  two  Governors,  and 
duplicate  our  efforts. 

We  think  this  is  a  very  wise  thing  to  have  included,  though  we  have 
found,  in  a  quick  survey,  that  these  extraordinary  expenses  have  rare- 
ly exceeded  10  percent,  and  often  are  as  low  as  3  percent  of  the  agency 
budget. 

There  is  also  a  comment  about  the  section  dealing  with  exceptions 
to  residency  requirements.  As  you  recall,  it  says  in  the  legislation  that 
a  board  member  could  serve  on  a  Board  of  Directors  from  the  location 
of  his  place  of  business  as  opposed  to  the  place  of  his  home. 

First :  We  suggest  that  this  should  be  implemented  for  consumers 
and  for  providers,  and  not  just  for  providers,  although  we  understand 
the  intent  of  why  it  was  just  included  for  providers. 

Second :  We  have  concern  for  the  entire  section,  in  that  it  could,  by 
implication  and  in  actual  practice,  possibly  change  the  balance  of  an 
HSA.  That  amendment  could  be  counterproductive  and  perhaps 
would  require  some  more  examination. 

In  section  209,  we  are  pleased  to  see  that  it  is  going  to  be  possible  to 
allow  strong  supporters  of  planning  to  be  members  of  governing 
bodies  without  a  12-month  delay  following  their  leaving  a  provider 
position.  We  think  that  is  a  very  healthy  step.  It  should  help  insure 
broader  participation  in  the  health  planning  process. 
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However,  we  do  feel  that  the  requirements  of  section  210  could  be 
phased  in  as  part  of  the  normal  board  turnover  and  attrition  process. 

That  way  the  planning  agencies  could  continue  with  their  work 
without  a  total  disruption  for  reorganization  during  these  very  busy 
times,  and  we  could  still  achieve  full  public  accountability  at  the  local 
level  over  a  carefully  phased-in  time. 

Section  223  deals  with  SHCC  composition  and  is  one  that  has  caused 
us  some  concern. 

First  of  all,  it  is  going  to  be  difficult  to  implement  without  a  severe 
disruption  of  the  planning  process.  If  one  accepts  the  role  of  the 
SHCC  in  coordinating  planning,  you  need  to  test  out  the  function  of 
the  SHCC  with  its  present  composition  intact.  I  do  not  believe  that 
there  has  been  an  opportunity  for  that  to  be  done. 

You  need  to  weigh  the  size  and  functional  decisionmaking  capacity 
of  a  large  SHCC. 

The  purpose  of  a  SHCC,  we  feel,  is  to  reflect  a  statewide  consensus, 
not  to  allow  the  concerns  of  one  particular  area  to  outweigh  those  of 
another. 

We  think  the  present  composition  would  not  necessarily  lead  to 
underrepresentation  in  urban  areas  in  the  development  of  a  State 
health  plan. 

In  addition,  the  formula  suggested  in  section  223  is  ambiguous  with 
respect  to  the  size  of  an  HSA  which  should  be  considered  for  minimal 
representation.  This  formula  may  thus  be  inequitable  in  differentiat- 
ing between  HSA's  of  different  populations  which  have  minimum 
representatives. 

I  will  now  turn  this  over  to  Mr.  Matek  for  his  comments  and  then 
I  would  be  happy  to  answer  questions. 
Mr.  Matek. 

Mr.  Rogers.  Thank  you  for  summarizing  your  statement  and  high- 
lighting the  concerns  that  you  have. 
Mr.  Matek. 

STATEMENT  OF  STANLEY  J.  MATEK 

Mr.  Matek.  Thank  you,  Mr.  Chairman. 

I  would  like  to  begin,  if  I  may,  by  thanking  those  Members  of  Con- 
gress and  staff  of  DHEW  who  were  involved  in  the  process  of  im- 
proving the  national  health  planning  guidelines,  making  them  more 
flexible  and  reasonable.  We  appreciate  the  contributions  of  Dr.  Henry 
Foley  and  Mr.  Califano,  the  Members  of  Congress  and  particularly 
the  members  of  this  committee.  We  have  had  letters  from  Congress- 
man Satterfield  on  the  guidelines  and  we  have  heard  also  from  your 
office,  Mr.  Chairman. 

It  was  extremely  important  for  us  to  see  the  flexibility  principle 
clarified  in  those  guidelines.  One  of  the  reasons  we  like  H.R.  10460  as 
it  has  been  introduced  is  that  it  preserves,  clarifies,  and  solidifies  the 
balance  in  operating  relationships  between  Federal,  State,  and  local 
elements  in  the  health  planning  system. 

That  is  a  balance  which  we  think  is  absolutely  essential.  We  must 
continue  to  prevent  any  one  of  the  partners  in  this  system  from  bully- 
ing others,  because,  if  people  at  higher  levels  in  the  system  can  bully 
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those  lower  down,  then  there  is  no  reason  to  have  volunteers  involved 
at  the  local  level.  And  without  those  local  volunteers,  the  whole 
premise  of  checks  and  balances  and  accountability  in  Public  Law 
93-641  falls  apart. 

Your  new  bill  maintains  a  very  careful  balance  among  these  forces, 
and  to  us  that  is  its  major  virtue.  We  feel  that  if  we  are  going  to  have 
health  planning  work,  that  balance  must  be  maintained  in  its  careful 
and  delicate  calibration. 

HSA's  do  not  want  to  dictate  everything  in  this  system,  but  neither 
do  we  want  to  be  dictated  to.  We  want  to  be  accountable  for  what  we 
do  and  why  we  do  it,  and  we  want  to  help  make  the  Federal  and  State 
bureaucracies  accountable  for  the  way  that  they  behave.  That  is  the 
basic  purpose  behind  the  points  we  are  making  in  our  testimony  to- 
day, and  the  purpose  of  the  work  we  do  as  HSA's. 

I  would  like  to  register  the  strongest  possible  support  for  the  lan- 
guage in  your  bill  which  makes  it  a  priority  to  discontinue  duplicative 
or  unneeded  services  or  facilities.  We  ask  you,  please,  to  maintain 
maximum  emphasis  on  the  concept  of  appropriateness  review  because, 
without  it  there  is  no  substantial  leverage  for  change  in  the  local 
health  care  system. 

Our  health  plans  talk  about  goals  and  priorities,  but  it  is  appropri- 
ateness review  more  than  anything  else  that  will  make  things  actually 
happen.  The  certificate-of-need  program  alone  only  freezes  the  system 
the  way  we  have  it  now.  It  does  not  enable  us  to  change  it. 

So  we  plead  with  you,  please  do  not  dilute  the  thrust  toward  imple- 
menting appropriateness  review;  and  please  keep  the  pressure  on 
State  governments  to  get  this  element  of  the  program  established — 
soon.  Until  it  is  implemented,  we  are  only  doing  half  the  job. 

In  section  206,  relative  to  planning  grants,  we  ask  you  to  accept 
into  your  record  an  attachment  to  our  testimony,  a  new  AHPA  study 
on  the  cost  of  health  planning  functions  for  HSA's. 

That  study  indicates  that  the  funding  levels  we  think  are  needed 
are  more  or  less  congruent  with  what  you  propose  in  your  bill.  We 
would  like  to  support  the  10-percent  discretionary  range  for  the 
Secretary  of  HEW,  but  we  are  definitely  against  the  proposal  that  the 
entire  allocation  be  based  upon  the  Secretary's  discretion  concerning 
"such  sums  as  may  be  necessary." 

It  was  been  our  experience  that,  under  the  pressures  which  exist  in 
DHEW,  "such  sums  as  may  be  necessary"  end  up  being  very  far  from 
enough.  We  think  the  system  is  much  safer  with  a  basic,  congressional 
appropriation. 

The  sliding  scale  formula  in  the  bill  is  not,  we  feel,  the  final  solu- 
tion to  the  issue  of  fair  and  appropriate  allocations.  We  would  like  to 
have  your  committee  and  staff  be  sensitive  to  developments  as  we  go 
through  the  experience  of  learning  what  health  planning  is  really 
going  to  cost. 

Please  note,  however,  that  we  have  reviewed  the  costs  as  we  know 
them  thus  far,  and  our  estimate  is  that  we  see  a  need  in  the  future  for 
funding  at  a  level  5  to  25  percent  higher  than  the  budget  in  your  bill. 

Among  the  reasons  for  this  conclusion  is  the  fact  that  the  costs  in- 
volved in  acquiring  expertise  in  cost  containment — which  means  hir- 
ing health  economists,  who  are  scarcer  than  the  proverbial  hen's 
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teeth — and  especially  the  costs  involved  in  data  assemblage  and  legal 
fees  are  much  higher  than  have  been  anticipated. 

I  will  give  you  one  example.  In  our  HSA,  in  order  to  do  population- 
based  planning  well  for  a  dense  urban  area,  we  need  to  have  patient 
origin  data,  and  that  data  has  to  be  available  by  census  tracts.  But  it  is 
not  available,  and  no  one  has  a  mandate  to  collect  it. 

In  order  for  us  to  get  this  data  from  the  38  hospitals  in  our  area,  by 
running  it  off  their  computerized  data  systems,  and  then  having  it 
add-matched  to  census  tracts,  we  would  have  to  pay  about  $125,000 
for  just  1  year's  set  of  patient  origin  information.  That  represents  15 
percent  of  our  total  budget  just  to  get  one  element  for  use  in  the  base- 
line data  set  for  population-based  planning. 

That  is  a  lot  of  money,  compared  to  what  we  have  available. 

Second,  legal  fees  are  getting  absolutely  astronomical.  The  typical 
certificate-of-need  in  the  State  of  California  involves  $20,000  to 
$50,000  in  expenditure  on  the  part  of  hospitals  and  other  institutions, 
most  of  which  goes  to  pay  lawyers. 

The  best  we  can  do  in  paying  a  lawyer  for  our  HSA  is  about  $6,000 
annually,  which  w^orks  out  to  about  $500  per  review  to  cover  all  legal 
aspects  of  the  review :  attendance,  consultation,  and  possible  defense. 
For  all  costs  of  $6,000  a  year  against  $20,000  to  $50,000  per  review  per 
hospital  is  not  a  fair  match. 

We  have  proposed  that  legislation  be  introduced  in  the  State  of 
California  limit  the  amount  of  money  that  hospitals  can  spend  on 
legal  fees  in  connection  with  these  reviews.  It  got  nowhere.  Until  there 
is  some  kind  of  equity  in  legal  muscle,  we  cannot  deal  squarely  with 
the  issues. 

Legal  fees  paid  by  hospitals  to  their  lawyers  are  reimbursed  by 
medicare,  medicaid,  and  third-party  reimbursers,  so  it  does  not  cost 
the  hospital  much,  if  anything,  to  throw  all  of  this  money  at  lawyers. 
HSA's  cannot  compete. 

That  is  why  the  authorizations,  we  think,  should  be  at  least  $40 
million,  $43  million,  and  $46  million,  respectively,  instead  of  $35  mil- 
lion, $37  million,  and  $39  million. 

In  section  218  on  certificate-of-need,  we  feel  that  your  bill  makes 
excellent  improvements,  and  the  major  improvement  which  impresses 
us  is  the  inclusion  of  major  medical  equipment,  even  if  not  located  in 
hospitals. 

This  is  a  major  issue,  especially  in  southern  California,  as  Congress- 
man Waxman  would  certainly  know.  We  are  witnessing  some  ingeni- 
ous and  long-range  subversions  of  the  intent  of  the  planning  law.  The 
way  it  is  done  is  this : 

A  hospital  builds  an  office  building  next  door.  It  is  declared  a  pri- 
vate office  building,  even  though  the  hospital  owns  it,  because  they 
own  it  as  a  real  estate  investment,  not  as  an  institutional  service. 

Then  the  management  arranges  for  installation  in  their  office  build- 
ing special  services  like  radiation  therapy  and  CAT  scanners  and 
other  tertiary-level  services.  However,  these  are  claimed  to  be  operat- 
ing as  private  practices. 

However,  what  are  private  practices  today,  will  suddenly  become 
economical  opportunities  for  the  sharing  of  resources  by  the  hospital 
tomorrow. 
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For  example,  in  our  area  a  large  hospital  has  just  built  an  office 
building  and  installed  a  linear  accelerator  which  totally  duplicates 
the  oncology  program  at  another  just  a  few  bloocks  away.  Then,  after 
they  got  this  project  through  the  exemption  process  in  the  State  of 
California,  thus  avoiding  certificate-of-need  review,  they  published  in 
the  newspapers  their  plan  to  create  a  regional  cancer  center  for  the 
hospital,  and  are  now  on  a  $15  million  fund-raising  campaign. 

Now,  you  cannot  have  a  decent  regional  cancer  center  without  hav- 
ing access  to  radiation  therapy.  Down  the  road,  this  hospital  is  going 
to  come  in  and  announce  that,  lo  and  behold,  they  do  not  have  to 
install  radiation  therapy  as  part  of  their  hospital  services.  They  just 
happen  to  have  this  wonderful  arrangement  with  the  private  practi- 
tioner next  door. 

And,  poof,  they  have  a  new,  duplicative  hospital  service  using  the 
leverage  of  that  unreviewable  private  practice  situation. 

We  have  to  beat  this  kind  of  game,  because  it  is  happening  all  over. 
Your  section  218  will  make  it  possible. 

We  are  concerned  that  section  218  (b)  (3)  now  excludes  the  purchase 
of  a  facility  as  a  reviewable  capital  expenditure.  That  is  a  major  loop- 
hole. We  need  to  include  purchase  costs  in  the  review  process  if  we 
are  serious  about  cost  containment. 

In  our  area,  for  example,  the  resale  game  is  a  major  device  for  ex- 
ploiting the  profiteering  opportunities  which  exist  in  the  health  care 
industry,  because  people  can  acquire  a  hospital  from  previous  owners 
at  an  incredibly  inflated  rate  and  not  be  accountable  for  the  impact 
that  those  purchase  payments  have  on  the  cost  of  care. 

An  example :  An  institution  which  cost  $4  million  to  build  4  years 
ago  in  our  area  was  recently  appraised,  given  inflation  and  additions, 
at  $9  million.  It  is  now  on  the  block  for  purchasers  who  want  to  buyit. 

The  asking  price  is  $22  million,  whereas  the  current  appraised  value 
is  $9  million.  Ultimately  the  people  who  are  going  to  pay  the  extra  $13 
million  are  the  third-party  and  government  reimbursement  systems, 
or — in  the  case  of  an  HMO  purchaser — the  membership  subscribers. 

In  this  case,  the  purchaser  happens  to  be  an  HMO,  but  there  are 
other  cases  of  nonprofit  corporations  trying  to  buy  out  proprietary 
hospitals,  or  chains  buying  them,  and  the  same  kind  of  thing  happens. 

Such  gouging  of  excessive  profits  could  be  prevented  by  a  tough 
law  with  appropriate  cost  containment  feasibility  analysis  required  in 
it.  We  therefore  think  that  section  218  (b)  (3)  needs  to  include  facility 
purchases. 

In  section  221,  you  have  included  some  language  about  coordination 
with  rate  review  mechanisms.  We  think  that  such  language  needs  to 
be  improved  upon  because  it  needs  to  address  both  sides  of  what  is  in 
fact  a  dual  relationship. 

The  issue  is  not  only  that  planning  should  take  into  account  the 
issues  in  rate  regulation  or  rate  review,  but  that  the  rate  review  sys- 
tem should  take  into  account  planning  priorities,  planning  decisions 
and  appropriateness  review  decisions,  and  should  not  authorize  higher 
reimbursements  for  services  if  the  hospital  in  question  maintains  serv- 
ices which  violate  the  health  plan  or  which  are  found  to  be  locally 
inappropriate. 
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That  way  we  would  get  some  meaningful  leverage  in  the  system  as 
a  whole,  and  planning  would  become  something  significant — not  just  a 
lot  of  hot  air,  which  it  too  often  has  been  in  the  past. 

Finally,  in  section  224,  the  Area  Health  Development  Fund,  we 
would  like  to  comment  that,  without  such  a  fund,  HSA's  will  again 
not  have  sufficient  leverage  at  the  local  level.  You  talk  in  your  bill 
about  putting  cost  containment  and  prevention  and  health  education 
responsibilities  into  the  health  plan,  and  into  the  mandated  responsi- 
bilities of  the  HSA's. 

Well,  the  real  momentum  of  the  local  health  care  system  has  been 
and  is  now  obviously  in  the  direction  of  institutional  aggrandizement, 
tertiary  care,  and  diagnostic  and  treatment  functions,  not  education, 
not  prevention,  not  cost  containment. 

If  we  develop  an  HSP  that  has  priorities  in  these  new  areas,  as  you 
are  suggesting,  the  only  way  we  are  going  to  be  able  to  create  lever- 
age— other  than  just  verbal  leverage — for  dealing  with  it,  is  to  have  the 
kind  of  positive  incentive  that  that  Area  Health  Development  Fund 
offers.  Therefore  we  urge  you  to  please  maintain  it,  and  to  give  the 
HSA's  some  real  authority  relative  to  it. 

Finally,  we  are  concerned  about  much  of  the  sloganeering  which 
occurs  relative  to  the  concept  of  accountability.  In  the  way  the  health 
planning  system  has  been  designed  in  Public  Law  93-641  and  in  the 
way  that  your  amendments  address  it,  accountability  is  very  well 
taken  care  of. 

The  allegation  that  one  must  be  an  elected  official  to  be  accountable 
is  simply  not  true.  If  somebody  wants  to  be  accountable,  he  or  she  has 
to  have  adequate  due  process  procedures  and  has  to  follow  them,  and 
follow  them  in  public. 

There  comes  a  point,  however,  where  due  process  can  become 
counterproductive  and  can  be  used  as  a  tactical  delaying  device  for 
preventing  HSA's  from  getting  down  to  substantial  production.  I  see 
that  happening.  There  are  false  due-process  issues  being  raised. 

One  of  these  false  issues  is  the  claim  that  you  cannot  do  anything 
accountably  unless  everybody  is  an  elected  official  or  is  at  least  under 
their  control.  We  have  attendance  records  here  of  the  elected  officials 
on  the  boards  and  governing  bodies  in  the  State  of  California,  and  it 
is  not  very  good. 

I  would  like  to  have  submitted,  as  background  for  the  record,  this 
document  "Accountability,  its  Meanings  and  its  Relevance  to  the 
Health  Care  Field,"  because  I  believe  that  many  of  the  arguments  you 
have  heard  and  are  likely  to  hear  again  in  the  next  few  weeks  relative 
to  accountability  are  addressed  and  resolved  in  this  document,  and  we 
would  like  to  have  it  available  to  your  staff. 

Mr.  Rogers.  Without  objection,  it  will  be  made  a  part  of  the  Com- 
mittee's files. 

[The  document  referred  to  may  be  found  in  the  subcommittee's 
files.] 

[Ttestimony  resumes  p.  252.] 

[Ms.  Hanson's  and  Mr.  Matek's  prepared  statement  and  attach- 
ment follow :] 
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Mr.  Chairman,  members  of  the  Committee,  my  name  is  Jacqueline  B. 
Hanson.    I  am  the  treasurer  of  the  American  Health  Planning  Association 
and  the  immediate  past  chairperson  of  the  governing  body  of  the  Mid- 
America  Health  System  Agency  in  Kansas  City.    I  am  accompanied  today 
by  Stanley  J.  Matek,  the  Executive  Director  of  the  Orange  County 
Health  Planning  Council.    We  are  testifying  today  for  the  American  Health 
Planning  Association,  the  national  organization  which  represents  health 
planning  agencies  and  the  volunteer  consumer    and  provider  members  of 
their  boards,  as  well  as  hundreds  of  planning  professionals  and  organ- 
izations involved  in  the  health  planning  process.    Because  of  the 
diversity  of  AHPA's  membership,  our  particular  concern  is  to  promote 
a  health  planning  framework  which  will  provide  and  maintain  a  working 
partnership  between  the  50,000  consumer  and  provider  participants  in 
Health  Systems  Agencies  (HSA)  and  Statewide  Health  Coordinating  Councils 
(SHCC)  and  the  planning  professionals  who  work  on  HSAs  and  State  Health 
Planning  and  Development  Agencies  (SHPDA).    This  partnership  must 
include  responsibilities  and  roles  for  planning  agencies  at  the  local, 
state  and  federal  levels.    The  planning  agencies  themselves  must  be 
fully  responsive  to  their  constituency  in  the  communities,  locales,  and 
states  which  they  represent. 

■       I.    GENERAL  COMMENTS 

Mr.  Chairman,  we  have  studied  H.R.  10460  closely.    We  are  con- 
vinced that  the  proposal  contains  new  initiatives  to  integrate  the  concerns 
of  local  health  planning  agencies  with  statewide  agencies  and  coordinating 
councils  for  regulation  and  overall  plan  setting.    H.R.  10460  also 
properly  expands  and  defines  more  clearly  the  roles  of  planning 


agencies  at  all  levels  in  achieving  national  goals  and  priorities  concerned 
with  cost  contai nment ,  ii?,proved  allocation  of  resources,  increased 
accessibility  of  health  care,  and  issues  of  basic  equity  and  represen- 
tation in  ir.pl ementing  planning  processes  and  decisions. 

Mr.  Chairman,  you  and  your  staff  are  to  be  congratulated  for 
addressing  the  rajor  concerns  of  board  members  and  health  planners  and 
for  producing  a  legislative  proposal  v/hich,  if  adopted,  would  improve 
the  health  planning  process  without  significantly  disrupting  it.  You 
recognize  that  it  is  premature  to  judge  the  success  of  the  failure  of 
the  planning  process  set  forth  in  P.L.  93-641.    H.R.  10450  is  sensitive 
to  the  fact  that  tinkering  with  the  organizational  rules  and  structures 
of  P.L.  93-641  will  be  destructive  to  the  planning  process  unless  it 
can  improve  the  participation  of  volunteers  and  planners  at  all 
levels  of  the  process.    To  accomodate  any  specific  interest  to  the  ex- 
clusion of  others  would  have  the  effect  of  retarding  the  hard  decisions 
these  participants  must  make,  and  in  many  cases  will  produce  a  situation 
where  individual  HSAs  and  SHPDAs  will  have  to  start  de  novo,  rather  than 
from  their  present  m.obilized  position. 

Health  planning  faces  a  time  of  testing.    Many  of  the  planning 
entities  constituted  under  P.L.  93-641  are  just  now  ready  to  complete 
the  substantive  tasks  of  Health  Systems  Plan 'development  and  the  per- 
formance of  their  implementation  plans  for  project  review,  resource 
development,  and  cost  containment.    There  are  still  major  disparities 
in  health  status  and  access  to  care  in  this  country.    Thus,  if  we  are 
to  prepare  for  national  health  insurance  this  year,  and  if  we  are 
to  avoid  the  escalating  costs  of  programs  like  Medicare  and  the  ever 
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increasing  cutbacks  in  Medicaid  benefits  and  programs,  planning 
agencies  must  be  given  a  chance  to  succeed.    For  these  entities  contain, 
on  the  whole,  the  most  dedicated  consumer  and  provider  volunteers--people 
who  are  committed  to  producing  better  health  care  for  their  areas.  Major 
reorganization  of  these  agencies  at  a  time  when  they  are  beginning  to 
implement  their  responsibilities  for  carrying  out  the  provisions  of 
P. L.  93-641  will  slow  down  resource  development  and  cost  containment 
activities  and  might  produce  a  less  publicly  accountable  and  broadly 
representative  governing  body. 

AHPA  supports  those  initiatives  within  H.R.  10460  which  involve 
state  and  local  government  officials  more  fully  in  the  actual  planning 
process.    We  believe  it  is  important  to  take  affirmative  steps  both 
through  regulation  and  local  initiative  to  inform,  educate  and  involve 
a  broad  cross-section  of  consumers  and  providers,  including  those  who 
are  publicly  elected  officials,  involved  in  health  planning. 

H.R.  10460  increased  responsibilities  of  board  members,  HSAs, 
SHPDAs,  and  SHCCs  around  the  country.    It  offers  significant  proposals  to 
clarify  and  make  more  specific  the  agenda  for  planners  and  the  coordi- 
nation of  priorities  at  each  step  in  the  planning  process.    It  properly  - 
places  strong  emphasis  on  review  responsibilities  in  the  area  of  cost* 
containment  and  efficiency  of  service  delivery  without  eliminating  the 
equal  need  for  planning  bodies  to  be  actively  involved  in  resource 
development. 

Equally  important,  Mr.  Chairman,  H.R.  10460  acknowledges  that  to 
perform  these  responsibil ities ,  HSAs  and  SHPDAs  must  be  adequately 
funded,  and  that  special  circumstances  and  conditions  exist  which  warrant 
adjusting  the  per  capita  funding  formula  in  P.L.  93-641. 
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H.R.-  10460  is  a  significant  proposal  for  the  consumers  and  pro- 
viders, who  are  the  keys  to  successful  health  planning,  and  for  the 
local,  state  and  federal  planning  community.    It  sets  forth  difficult 
tasks  at  each  planning  level,  but  also  provides  a  flexible  framework. 

Mr.  Chairman,  you  know  as  we  do  that  the  principal  block  to 
effective  health  planning  has  been  the  lack  of  clarity  regarding  the 
role  and  functions  of  the  planning  agencies  themselves.    An  HSA  cannot 
establish  its  credibility  in  the  community  unless  the  people  in  that 
community  know  what  an  HSA  really  represents  and  whether  or  not  that  HSA 
is  likely  to  endure.    AHPA  believes  that  the  Congress  created  these 
agencies  to  deal  with  the  controversial  issues  of  resource  development, 
cost  control ,  and  improved  efficiency  of  health  services.    To  do  this 
effectively,  we  need  the  support  of  Congress,  and  we  need  its  critical 
scrutiny. 

If  H.R.  10460,  as  passed,  makes  it  clear  that  neither  the  federal 
government  nor  the  state  can  override  local  area  determinations  without 
due  process;  and  if  it  delineates  the  incentives  and  sanctions  that 
HSAs  and  SHPDAs  will  have  access  to  in  implementing  the  intent  of  P.L. 
93-641,  it  will  send  a  clear  message  to  all  those  interested  in  improving 
health  care.    This  message  will  say:    The  principal,  relevant  factors  ' 
for  the  evaluation  of  the  success  and  continuance  of  planning  agencies 
will  be  the  degree  to  which  they  are  efficient  and  effective  in 
carrying  out  the  functions  under  P. LI  93-641  in  a  way  responsive  to  the 
areas  they  serve. 
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II.    SPECIFIC  SECTION  BY  SECTION  ANALYSIS  AND  SUGGESTIONS  FOR  IMPROVEMENT 
Section  201.    AHPA  fully  supports  the  concept  which  would  require 
the  Secretary  to  monitor  our  progress  in  achieving  national  standards 
and  goals,  and  where  appropriate  to  revise  the  guidelines  that  have 
been  initially  promulgated.    In  this  regard,  AHPA  would  like  to  share 
the  initial  reaction  of  health  planning  agencies  around  the  country 
to  the  January  20,  1978  final  Notice  of  Proposed  Rule  Making  draft  of  the 
"cost  containment"  guidelines.    In  a  meeting  held  in  St.  Louis,  on 
January  24  and  25,  1978,  representatives  of  planning  agencies  from  all 
regions  of  the  country  met  to  consider  this  set  of  guidelines  and  to 
suggest  appropriate  content  and  format  for  the  forthcoming  access  and 
quality  guidelines.    As  you  may  remember,  AHPA  fully  supported  the 
concept  of  using  quantitatively  based  national  guidelines  as  benchmarks 
in  the  planning  process,  but  suggested  that  adjustments  in  specific 
standards  be  permitted  in  such  areas  as  obstetrics,  pediatrics,  neonatal 
and  intensive  care  to  permit  more  effective  regional  planning.  In 
addition,  AHPA  called  for  the  Secretary  to  establish  a  process  which 
would  permit  HSAs  to  demonstrate,  as  a  function  of  the  special  conditions 
of  their  areas,  whether  or  not  a  particular  guideline  applies  and  to 
suggest,  when  necessary,  more  appropriate  quantitative  levels. 

AHPA  and  its  membership  are  most  appreciative  of  your  role  in 
bringing  some  of  these  problems  to  l.ight,  Mr.  Chairman,  and  we  are 
happy  to  report  the  positive  reaction  of  our  membership  to  this  new  set 
of  guidelines.'    Secretary  Califano  and  your  committee  are  to  be  commended 
for  excellent  work  and  responsiveness  to  public  comment.    We  believe  too, 
that  even  with  publication  of  these  revised  guidelines,  considerable  confusion 
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about  the  role  of  HSAs  in  implementing  them  will  remain.    For  example, 
many  rural  arid  medically  underserved  areas  believe  that  HSAs  were  going 
.  to  take  away  the  facilities  and  services  that  the  community  or  region 
struggled  so  long  and  so  hard  to  obtain.    Congress  reflected  this 
uncertainty  and  concern  in  their  passage  of  the  resolution  sponsored 
by  Congressman  Bedell  to  provide  for  greater  flexibility  in  the  guide- 
lines for  rural  areas.    The  present  guidelines  do  clarify  the  role  of 
HSAs  in  implementing  quantitative  standards  and  carefully  discuss 
the  circumstances  under  which  adjustments  in  the  guidelines  are  permitted. 
However,  we  believe  that  the  next  set  of  national  standards,  those 
dealing  with  health  status,  access  and  quality,  must  offer  the  same 
or  greater  clarity  in  order  that  health  planning  bodies  may  be  seen  as 
developers  as  well  as  regulators.  . 

Our  specific  concern  with  section  201(a)  is  its  potential  to  impose 
heavy  data  collection  responsibilities  on  HSAs.    At  present,  local 
planning  agencies  do  not  have  (and  are  prevented  by  statute  from  having) 
extensive  data  collection  capabilities.    We  support  the  intent  of  this 
subsection.    The  Secretary  should  have  control  over  the  form  and  type 
of  data  to  be  collected.    This  has  a  desireable  result  of  facilitating' 
uniform  data  collection  and  comparison.    However,  full  implementation 
of  201(a)  may  be  impractical  and  costly  at  present.    We  would  suggest 
that  such  data  collection  be  limitedto  highly  specific  purposes  con- 
cerning the  national  priorities  and  goals.    This  section  should  also 
be  clarified  to  include  language  which  permits  the  Secretary  to  conduct 
studies  using  representative  and  statistically  significant  samples  of 
HSAs,  so  that  progress  in  achieving  national  goals  and  implementing  guide- 
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lines  can  be  done  in  a  cost  effective  manner. 

AHPA  fully  supports  the  inclusion  of  national  priorities  dealing 
with  cost  containment  set  forth  in  section  202.    Several  of  our  proposed 
amendments,  which  we  submit  with  our  testimony,  address  these  priorities 
directly.    Discontinuance  or  conversion  of  duplicative  and  unneeded 
services  and  facilities  is  addressed  in  our  amendments  to  section  1523(a.)(4). 
It  would  permit,  under  the  State  Certificate  of  Need  (CON)  program,  the 
recertification  (usually  every  five  years)  of  all  institutional  health 
services.    An  accompanying  new  section  (section  1650)  would  also  permit 
payments  and  incentives  for  conversion  or  discontinuance  of  unneeded 
institutional  health  facilities  and  services.    In  addition,  we  have 
mentioned,  in  owr  amendments  which  address  priorities  in  the  State  Health 
Plan  and  the  Health  Systems  Plan,  the  need  to  address  cost  effectiveness 
of  services  and  promote  greater  efficiency  and  more  appropriate  use  of 
health  services. 

AHPA  is  concerned  by  the  language  in  section  203,  which  allows 
for  redesignation  of  health  service  areas.    The  language  beginning,  "Or 
a  change  in  the  boundary  of  such  areas  would  result  in  the  health  service 
area  which  better  meets  the  requirements  of  such  subsection,"  is  part-i- 
cularly  hard  to  implement  in  practice.    How  would  one  compare  the  actual 
HSA  area  boundaries  in  this  regard  against  the  potential  of  a  new  pro- 
posed boundary?    If  the  intent  of  this  language  is  to  be  fully  realized, 
AHPA  believes  it  would  be  better  to  add  to  the  requirements  of  section 
1511  an  effectiveness  standard.    AHPA  suggests  that  language  be  in- 
cluded which  would  state  that  redesignation  be  permitted  only  when  a 
health  service  area  does  not  meet  the  designation  requirements  of  section 


223 


1511,  or  otherwise  not  permit  effective  and  efficient  health  planning 
and  development  of  health  services.    Unless  such  redesignation  can  be 
clearly  identified  in  terms  of  this  effectiveness  standard,  more 
confusion  and  delay  in  the  minds  of  the  public  and  the  members  of  the 
boards  who  participate  in  such  agencies  will  result,  with  the  conse- 
quent-lessening of  the  effectiveness  not  only  of  that  HSA,  but  also  of 
the  practice  of  health  planning  in  the  area. 

AHPA  supports  the  intent  of  section  205  which  allows  the  Secretary 
to  put  limits  on  the  functions  of  a  fully  designated  agency.  However, 
this  "optional"  arrangement  may  cause  misunderstanding.    Members  of 
HSA  governing  bodies  or  the  public  may  consider  a  particular  agreement 
too  limiting  and  object  to  the  imposition  of  "top-down"  priorities.  We 
suggest  that  this  limitation  in  HSA  functions  might  be  handled  less 
ambiguously  by  returning  the  HSA  to  conditionally  designated  status. 

Section  206.    Planning  Grants.    AHPA  has  recently  completed  a  study 
on  the  cost  of  planning  under  P.L.  93-641.    This  study  gathers  data 
on  the  current  budgetary  experience  and  projected  resource  needs  of 
fourteen  HSAs.    Ten  HSA  budgets  are  summarized  in  the  paper  which,  with 
your  permission,  we  would  like  to  submit  for  the  record  with  our  testi- 
mony.   The  findings  implicit  in  that  study  and  the  explicit  proposals 
for  funding  of  planning  grants  in  H.R.  10460  are  in  basic  congruence. 
The    study  found  that  additional  responsibilities  of  full  operation 
under  the  requirements  of  P.L.  93-641  and  full  designation  would  require 
about  $.74  per, capita  federal  contribution  (including  matching).  This 
translates  into  a  support  level  for  HSAs  of  about  $160,000,000.  In 
addition,  the  study  suggests  that  the  passage  of  cost  containment 
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legislation  or  increased  emphases  on  such  areas  as  data  collection, 
cost  containment,  community  education  and  technical  assistance,  and 
heavy  emphasis  on  quantitative  national  standards  in  P.L.  93-641,  might 
increase  funding  requirements  from  five  to  twenty-three  percent. 
The  actual  increment  required  will  of  course  be  dependent  upon  the 
specifics  of  the  legislation  as  finally  enacted,  and  any  other  cost 
containment  legislation  which  may  be  passed  in  this  Congress  which  would 
need  attention  in  1979. 

Both  the  AHPA  study  and  your  proposal  advocate  a  basic  level  of 
support  for  low  population    and  low  .population-Targe  area  HSAs.  AHPA 
recommends  a  level  of  basic  support  for  a  so  called,  "minimum  funded 
agency,"  of  $275,000.    This  support  would  produce  additional  funding 
over  and  above  that  of  the  basic  capitation  rate  for  twenty-one  HSAs 
(using  the  H.R.  10460  proposed  $.70  per  capita)  or  nineteen  HSAs  (using 
AHPA's  suggested  level  of  $.74  per  capita).    The  additional  expense 
of  this  requirement  at  the. AHPA  recommendation  of  $275,000  is  less 
than  $2,000,000.    (The  total  expenditure  for  the  nineteen  HSAs  under 
this  formula  Of  $275,000  would  be  $4,625,000).    It  should  be  noted  that 
this  minimum  level  of  $275,000  would  permit  an  HSA  to  employ  between 
seven  and  eight  fully  supported  professional  staff  members.    This  is, 
in  effect,  one  staff  member  per  function  as  specified  in  performance 
requirements  set  by  the  Bureau  of  Health  Planning  and  Resource  Development. 
The  study  also  finds  that  it  is  not  uncommon  for  variations  of  from 
three  percent,  to  ten  percent  of  the  total  budget  in  travel  costs  which 
are  necessary  for  HSAs  of  certain  sizes  and  configurations,    H.R. 110460 
stipulates  that  the  Secretary  may  have  discretion  to  use  up  to  ten  percent 
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of  the  total  grant  to  any  HSA  to  assist  the  agency  in  meeting  extraordinary 
expenses.    AHPA  supports  this  recommendation. 

Section  206(b)(2)  mentions  specifically  the  extraordinary  travel 
expenses  encountered  in  rural  areas  and  also  unusual  expenses  result- 
ing from  a  health  system  area  being  located  in  more  than  one  state. 
In  addition  to  these  two  special  conditions,  HSAs  which  serve  several 
standard  metropolitan  areas  also  require  special  funding  treatment. 
In  cases  where  SMSAs  are  split,  there  are  significant  costs  in  working 
with  other  planning  agencies,  metropolitan  planning  councils,  and,  of 
course,  the  several  governments  and  their  local  elected  officials.  For 
example,  the  Northern  Virginia  HSA  must  maintain  a  liason  with  the  Virginia, 
Maryland,  and  D.C.  governments,  in  addition  to  the  separate  planning 
agencies  in  each  area.    H.R.  10460  contains  specific  provisions  in 
section  222  regarding  the  additional  necessary  requirements  for  HSA 
function  when  it  serves  split  SI^As.    Therefore,  it  seems  appropriate 
to  include  this  type  of  HSA- in  the  category  requiring  additional  or 
extraordinary  support,    (It  should  be  noted  that  the  AHPA  study  found 
that  a  typical  increment  for  these  extraordinary  expenses  rarely  ex- 
ceeded ten  percent  and  were  often  as  low  as  three  percent.) 

In  assessing  the  projected  needs  of  the  ten  widely  dispersed  HSAs 
of  diverse  character,  we  did  not  find  support  for  a  sliding  scale 
formula  such  as  is  proposed  in  H.R.  10460.    For  example,  HSAs  under 
1,000,000  requested,  on  the  average,  $.82  per  capita,  including 
federal  and  local  match;  HSAs  of  1,000,000  to  2,000,000  requested  $.90 
per  capita  including  federal  and  local  match.    There  may  be  some  in- 
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equities  produced,  especially  in  mid-size  to  large  HSAs  as  the  capi- 
tation level  is  stepped  down,  particularly  if  the  steps  are  too  steep. 
However,  the  economy  of  scale  argument  implicit  in  H.R.  10460  has  face 
validity,  and  neither  argument  can  be  fully  supported  or  rejected  from 
the  AHPA  study. 

A'HPA  strongly  supports  section  207  dealing  with  the  carryover  of 
grant  funds.    This  provision  will  permit  HSAs  to  plan  their  budgets 
carefully  on  a  prospective  basis.    Given  the  current  experience  of 
HSAs,  it  seems  unlikely  that  the  appropriate  governing  body  of  these 
agencies  would  permit  money  to  be  spent  unnecessarily  and  inappropriately 
when  they  are  given  the  opportunity  to  complete  their  job  without 
rushing  to  meet  end  of  the  year  deadlines. 

-   In  conclusion,  regarding  funding  levels,  we  support  the  language 
dealing  with  the  carryover. of  grant  funds  stated  in  section  207.  We 
recommend  that  the  minimum  level  be  set  at  $275,000  rather  than  $300,000. 
We  question  whether  the  sliding  scale  capitation  is  appropriate  given 
the  fact  that  governing  bodies  of  HSAs  are  unlikely  to  allow  unnecessary 
expenditure  of  funds  when  the  controls  of  section  207  and  other  already 
existing  checks  on  spending  are  in  place.    We  believe  it  v;ould  be  bettgr 
to  monitor   actual  experience  of  small,  medium  and  large  fully  desig- 
nated and  operational  HSAs  over  a  baseline  period  of  about  two  years  to 
determine  what  the  true  costs  of  planning  are  as  a  function  of  both  the 
size  of  the  HSA  and  the  responsibilities  they  perform.    We  suggest 
that  the  Secretary  undertake  such  a  study. 

AHPA  strongly  supports  section  209(a)(1)  but  has  strong  reservations 
about  the  language  of  section  209(a)(2).    We  do  so  on  two  grounds. 
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First,  if  there  is  going  to  be  an  exception  to  the  residency  require- 
ment, it  should  be  across  the  board  for  consumers  and  providers,  not 
just  for  providers.    Second,  it  seems  to  us  that  the  potential  for  this 
section  to  produce  an  unbalanced  locus  of  control  in  the  HSA  is 
significant.    One  can  draw  here  the  analogy  of  how  housing  patterns 
in  Bietropol itan  areas  permit  "racial  segregation."    For  example,  the 
res|idences  of  hospital  administrators,  like  the  residence  of  many 
white  collar  workers  who  work  in  the  central  city,  are  most  likely  in 
thjb  suburbs.    Their  participation  on  the  board  of  an  HSA,  like  that  in 
tne  District  of  Columbia,  would  produce  conflict  and  imbalanced  control 
oIf  health  resources.    AHPA  believes  that  this  amendment  is  unnecessary 
^nd  may  be  counterproductive. 

/       Section  209(d)(2),  frankly,  puzzles  us.    We  are  not  convinced 
that  a  spouse  is  the  sole  caretaker  of  the  special  interests  of  his/her 
counterparts.    Thus,  the  distinction  between  spouse  and  relatives  as 
it  applies  to  board  representation  does  not  appear  to  be  a  valid 
one  to  us.    (Some  would  no  doubt  prefer  their  rich  uncle  or  their  son!) 

The  remaining  subsections  of  209  are,  on  the  whole,  quite  appro- 
priate.   Section  209(d)(1)  is  particularly  helpful  in  allowing  strong, 
supporters  of  planning  to  be  members  of  governing  bodies  without 
the  twelve  month  delay  previously  required  in  P.L.  93-641. 

Section  210  should  help  to  ensure  broad  participation  in  the  health 
planning  process  by  members  of  the  community.    Particularly  supportive  is 
the  provision -which  requires  that  each  agency  shall  make  its.  process 
public  and  available  to  the  Secretary  for  inspection.    We  do  feel, 
however,  that  requirements  of  section  210  should  be  phased  in  as  part 
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of  the  norhial  board  rotation  processes.    This  would  permit  existing 
governing  bodies  of  planning  agencies  to  carry  out  their  work  without 
major  disruptions  while  achieving  full  public  accountability  at  the  local 
level. 

Section  211(b)(2)  contains  a  provision  which  we  feel  is  inconsistent 
with  the  requirements  of  section  210  and  other  provisions  of  P.L.  93-641 
which  stress  that  a  governing  body  be  broadly  representative  of  the 
community  it  serves.    The  requirement  of  having  not  less  than  ten 
members  is  incompatible  with  a  process  which  would  allow  a  group  of  that 
size  to  meet  the  broadly  representative  requirements.    We  suggest  that 
that  wording  be  deleted. 

Sections  212  and  213  seem  wholly  appropriate  and  nonobjectionable. 

Section  214,  which  deals  with  conflict  of  interest,  contains  ex- 
cellent and  helpful  provisions.    We  suggest,  however,  that  the  language 
of  214(f)  contain  a  reference  to  individuals  or  entities  who  are 
"direct  competitors"  on  the  matter  in  question.    This  direct  competitor 
language  disclosure  request  may  help  such  institutions  and  organi- 
zations as  health  maintenance  organizations,  community  long  term  care 
programs  and  other  "new  boys  on  the  block,"  as  well  as  prevent  unfair 
restraint  of  trade  or  competition  generally  through  the  planning  process. 

We  commend  the  Chairman  for  stipulating  in  section  215  that  staff 
expertise  is  needed  in  financial  and  economic  analysis  and  also  in 
prevention  of  disease  in  other  public  health  members.    We  would  only 
stress  that  such  expertise  on  staff  is  obviously  related  to  the  resources 
available  to  an  HSA.    This  is  particularly  true  for  the  minimum  funded 
agency.  - 
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Section  216  is  excellent.    We  strongly  support  this  SHCC  role  in 
the  development  of  a  uniform  format.    We  also  believe  that  the  SHCC 
should  be  involved  in  the  setting  of  statewide  priorities  for  health 
planning,  along  with  the  SHPDA.    If  there  is  any  purpose  for  a  coordinat 
council,  this  is  it.    Such  councils  are  appointed  from  throughout  the 
state  and  are  appropriate  boc'ies  to  provide  input  for  determining 
statewide  priorities  under  section  216(c).    We  would  suggest  under 
section  216(c) (1) (B) (2)  and  (3)  that  conforming  language  be  developed 
which  stipulates:    "are  responsive  to  state  health  needs  as  determined 
by  the  SHPDA  in  concurrence  with  the  SHCC." 

Section  217,  dealing  with  criteria  and  procedures    for  reviews, 
is  a  wholly  appropriate  and  important  clarification  of  priorities  and 
roles,  for  the  review  of  state  plans,  under  section  1532. 

The  amendments  relating  to  the  Certificate  of  Need  program  in 
section  218  are,  on  the  whole,  very  strong  in  the  areas  where  HSAs 
and  SHPDAs  need  the  most  support.    AHPA  suggests,  however,  that  on  page 
twenty-six,  section  218(a)(5),  that  both  HSAs  and  SHPDAs  have  the  right 
of  appeal  in  this  section,  in  addition  to  the  applicant. 

Further,  section  218(b)(3),  page  twenty-eight,  line  eleven,  at 
present  excludes  from  the  definition  of  capital  expenditures  any 
purchase  of  a  facility.    Purchases  are  by  definition  extremely  large 
capital  expenditures.    Purchase,  perse,  is  not  directly  connected 
with  need.    Its  transfer  of  ownership  provisions,  however,  in  the  past, 
has  led  to  fraud  and  abuse.    For  example,  hearings  on  nursing  home  fraud 
in  New  York  State,  held  before  the  Senate  Select  Committee  on  Aging, 
have  clearly  shown  that  the  greatest  actual  abuse  of  federal  funds  took 
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place  as  a  result  of  the  transfer  of  ownership  from  one  proprieter  to 
another  (and  involved  transfer  to  members  of  the  same  family).  Each 
time  a  property  is  sold  and  depreciation  can  be  gained,  opportunity 
for  fraud  and  abuse  exists.    A  general  remedy  to  this  problem  would  be  to 
require  all  public  payment  programs  to  reimburse  only  for  historical  costs 
and  one  time  legitimate  maintenance  costs.    In  addition,  this  section 
should  be  modified  to  include  language  which  defines  the  nature  of  the 
one  time  cost  and  legitimate  maintenance.    P.L.  93-641  may  be  fully 
coordinated  with  other  existing  legislation  which  form  the  basis  for 
public  reimbursement.    AHPA  would  be  happy  to  work  on  language  which  would 
prohibit  the  exclusion  of  transfer  of  ownership  under  Certificate  of 
Need. 

-Under  section  218(b)(5),  there  is  a  problem  in  defining  the  locus 
of  appeal    as  being  the  same  agency  that  turned  you  down  the  first 
time.    Moreover,  there  are  appeals  mechanisms  which  are  consistent  with 
antiquated  state  laws;  for  example,  laws  which  require  that  the  appeal 
go  through  the  board  of  health  or  other  such  entity,  may  not  improve 
the  due  process  so  necessary  to  the  successful  implementation  of  these 
provisions. 

Section  219  represents  a  step  in  the  right  direction,  but  contains 
a  potential  anomaly  as  there  is  some  ambiguity  concerning  the  Secretary's 
disapproval  of  some  things  that  might  be  approved  by  the  state.  We 
would  suggest  that  the  recommendations  from  the  HSA  regarding  appropriate- 
ness go  to  the  state  and  to  the  Secretary  for  their  review.  .Again, 
we  will  submit  language  that  would  provide  some  clarification  in  this 
section  on  request  of  the  Subcommittee.    ^  '  . 
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Section  220,  dealing  with  review  and  approval  of  proposed  use  of 
federal  funds,  requires  some  additional  safeguards  to  ensure  adequate 
area  representation.    In  particular,  section  220(b)  deletes  require- 
ments of  direct  involvement  of  HSAs  if  federal  funds  are  going  to  be 
used  in  more  than  one  health  service  area  in  the  state.    This  require- 
ment (even  with  the  opportunity  for  HSA  comment  within  a  sixty  day 
period)  would  leave  the  state  with  by  far  the  large  bulk  of  review 
pov/ers  over  federal  funds.    There  are  some  problems  with  this,  both 
in  terms  of  the  state's  ability  to  review  local  or  regional  need  and 
use  of  federal  funds  in  each  health  service  area,  and  also  because  of 
the  potential  conflict  that  some  states  may  feel  in  rejecting  federal 
funds,  v/hen  particular  substate  regions  may  not  need  them  and  other 
regions  may.    It  may  well  be  that  federal  project  and  formula  grants 
are  needed  in  many  areas    throughout  a    state.    However,  more  careful 
differentiation  of  need  decisions  could  be  facilitated  by  having  the 
state  make  this  decision  in  concurrence  with  the  SHCC,  and  with  the  input 
of  the  HSAs. 

In  section  220,  there  seems  to  be  an  assumption  made  that  for  the 
purposes  of  the  act,  the  governor  and  the  SHPDA  function  as  different- 
agencies  and  that  the  governor  may  not  know  the  recommendations  of  the 
SHPDA.    However,  for  most  of  the  decisions  and  review  under  section  220, 
it  is  the  SHPDA 's  input  to  the  governor  that  forms  the  basis  for  his 
decision.    Governors  frequently  do  not  have  time  to  familiarize  them- 
selves with  fe'deral  grants  and  make  the  decision  on  a  grant  -by  grant 
basis.    Such  functions  are  typically  delegated  to  the  Commissioner 
of  Health  or  appropriate  party. 


26-219  O  -  78  -  pt.  1  -  16 


232 


Section  221.    Coordination  of  health  planning  with  rate  review. 
The  language  of  this  section  is  too  vague  to  have  much  effect.  In 
•the  first  place,  it  stipulates  that  the  HSA  coordinate  itself  with  the 
state  rate  review  agency.    Coordination  implies  a  dual  responsibility. 
One  party  cannot  coordinate  something  if  the  other  party  does  not 
join  in  that  coordination.    The  Secretary  could  have  some  role  in 
tying  these  parties  together,  but  the  decisions  still  must  appropriately 
go  to  the  state  level.    There  should  be  a  direct  linkage  of  section  221 
to  the  references  below  in  section  225(c)  (Section  1526(e))  which 
calls  for  authorization  for  rate  review.    Any  entity  receiving  dollars 
under  these  sections  should  be    required  to  coordinate  its  programs  with 
the  HSA.    In  addition,  language  should  be  added  which  would  deny  the 
authorization  of  these  funds  (under  certain  conditions)  when  review 
agencies  did  not  take  into  account  the  recommendations  of  HSAs. 
For  example,  if  an  HSA  finds  a  service  to  be  inappropriate  (after 
normal  due  process  and  review  at  the  state  level)  rate  setting  and 
budget  defining  procedures  should  not  be  performed  by  the  rate  review 
agency.    Correspondingly,  HSAs  and  SHPDAs  should  be  required  to  include 
as  part  of  their  planning  and  review  processes- data  generated  by  the 
rate  setting  agency  for  particular  facil i ties  and  services. 
HSAs  should  also  be  required  to  conduct  additional  economic  analyses  where 
appropriate  in  planning  for  project  review.    The  priorities  in  H.R,  10460 
and  additional  staffing  requirements  for  such  economic  expertise  would 
permit  such  activity.    We  believe  that  such  requirements  would  be 
more  conducive  to  a  true  coordination  of  function  between  the  rate  review 
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agencies  and  the  state  planning  agencies. 

Section  223,  which  deals  with  SHCC  composition,  is  difficult 
to  implement  without  causing  severe  disruption  in  the  existing  planning 
process.    If  one  accepts  the  roles  of  the  SHCC  in  coordinating  planning, 
one  should  test  out  the  functions  of  these  agencies  with  their  present 
composition  intact.    Against  the  possible  need  for  proportional 
representation,  one  must  weigh  the  size  and  functional  decision-making 
capacity  of  a  large    SHCC.    The  purpose  of  a  SHCC  is  to  reflect  a 
statewide  consensus,  not  to  allow  the  concerns  of  one  particular  area 
to  outweigh  the  concerns  of  another.    The  present  SHCC  composition  would 
not  necessarily  lead  to  underrepresentation  of  urban  areas  in  the  de- 
velopment of  the  State  Health  Plan.    The  governor  may,  and  historically 
does,  appoint  the  remaining  forty  percent  of  the  SHCC  to  balance  out 
such  requirements  for  proportional  representation.    In  addition,  the  for- 
mula suggested  in  section  223  is  ambiguous  with  respect  to  the  size  of 
an  HSA  which  should  be  considered  for  minimum  representation  (two  mem- 
bers) on  the  SHCC.    This  formula  may  thus  be  inequitable  in  differen- 
tiating between  the  HSAs  of  different  population  who  have  the  minimum 
number  of  representatives  on  the  SHCC. 

Section  223  also  gives  the  governor  the  opportunity  to  appoint  the 
chairman  of  the  coordinating  council.    AHPA  does  not  believe  this  would 
have  a  strong  negative  or  positive  effect  in  terms  of  facilitating 
or  retarding  the  planning  process  and  planning  decisions.  However, 
the  procedure  may  prove  offensive  to  the  communities  in  the  health 
service  area  which  the  majority  of  SHCC  members  represent.  ■'Historically, 
such  councils  and  commissions  have  'had    the  prerogative 
of  appointing  from  their  own  group  a  member  to  serve  as  their  chairman. 


234 


By  eliminating  this  option,  the  delicate  balance  of  local  and  state 
interests  may  be  disrupted. 

Section  224.    Authorizations.    AHPA  recommends  that  authorization 
levels  for  HSAs  for  the  first  fiscal  year  should  be  $160,000,000  with 
succeeding  authorizations  being  based  on  the  cost  of  living  escalator, 
up  from  6.6%  to  7.0%  per  year.    The  authorization  levels  in  succeeding 
years  would  be  $72,000,000  and  $185,000,000.    In  addition,  the  strongly 
increased  responsibilities  and  functions  of  the  SHPDA  in  its  staffing 
of  the  coordinating  council,  its  increased  roles  in  Certificate  of 
Need  and  appropriateness  review,  and  in  its  role  of  speaking  for  the 
governor  in  connection  with  federal  grant  review  seem  to  require  sub- 
stantial increments  in  authorization  for  the  years  specified.  We 
would  suggest  that  the  authorization  levels  for  the  three  years  of  the 
implementation  of  the  act  be  $40,000,000,  $43,000,000  and  $46,000,000. 

We  are  particularly  gratified  to  see  the  strong  commitment  which 
H.R.  10460  makes  to  the  health  resources  development  fund.    We  are 
fully  supportive  of  the  authorization  levels  you  have  suggested.  We 
further  wish  to  suggest  that  these  authorization  levels  urgently  need 
translation  into  a  formal  appropriations  level  which  will  be  supportive 
of  resource  development,  which  for  many  HSAs  is  a  very  high  priority  item. 

AHPA  has  offered  its  own  amendments  relating  to  section  1625  which 
are  compatible  with  the  proposals  outlined  in  H.R.  10460.    We  strongly 
support  this  section  and  believe  special  attention  must  be  given  to 
the  problem  of  eliminating  safety  hazards  in  public  facilities. 

Mr.  Chairman,  this  concludes  our  testimony.  We  thank  you  for  giving 
us  this  opportunity  to  present  our  views. 
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INTRODUCTION 

Adequate  funding  of  the  health  planning  agencies  established  under  PL  93-641 
(the  National  Health  Planning  and  Resources  Development  Act  of  1975)  is  a  basic 
issue  to  be  addressed  by  the  Administration  and  Congress,  as  it  considers  renewal 
of  the  planning  law.    With  few  exceptions,  the  Health  Systems  Agencies  (HSAs)  and 
State  Health  Planning  and  Development  Agencies  (SHPDAs)  created  since  1975  have 
not  achieved  full  function  or  full  designation.    Some  of  these  agencies  have  pre- 
viously functioned  with  a  different  charter  under  State  health  laws  or  the  new 
now  superceded  comprehensive  health  planning  act.    In  addition,  historically, 
regions  of  the  country  and  within  the  states  differ  widely  in  the  level  of  health 
planning  activity  they  are  able  to  meaningfully  and  cost-effectively  absorb. 
Finally,  additional  functions,  emphases,  and  priorities  may  be  added,  either  via 
additions  to  the  planning  law,  or  through  new  legislation  such  as  the  hospital 
cost-containment  proposals. 

Consequently,  the  present  levels  of  funding  of  such  agencies  are  not 
necessarily  a  good  index  of  the  level  of  support  they  require  to  function 
productively  within  their  charter.    This  paper  approaches  the  question  of 
,    Federal  funding  from  the  perspective  of  assigning  financial  resource  needs  of 
the  planning  agencies  as  a  function  of  the  increased  responsibilities  that  result 
from  or  are  associated  with  the  implementation  of  a  Health  System  Plan  and  "full 
designation"  and  National  Federal  requirements. 

1.0    Purpose  of  the  Document:    To  determine  an  appropriate  National  level  of  support 
for  HSAs  for  Fiscal  Year  1979,  within  the  context  of  the  work  program  and  priori- 
ties specified  under  PL  93-641  and  other  planning  directives  and  keyed  to  stan- 
dards and  areas  of  performance  set  by  DHEW. 


2.0   Guiding  Assumptions  of  the  Funding  Approach:    Defining  an  appropriate  level  of 
Federal  financial  support  of  HSAs  is  contingent  upon  an  assessment  of: 
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1.  Whether  or  not  HSAs  will  have  increased  .responsi bi 1 i ties  as  they 
achieve  full  operation/full  designation  in  the  next  year; 

2.  The  need  to  undertake  efforts  to  deal  with  problems  inherent  in 
the  health  planning  process  that  have  arisen  as  a  result  of  health 
planning  efforts  already  performed  by  HSAs. 

Allocation  of  planning  funds  cannot  be  based  on  the  cost-effectiveness  of 
health  planning  activities,  since  meaningful  measures  have  not  yet  been  developed. 
However,  the  consequences  of  not  funding  at  a  particular  level  can  be  indicated  in 
terms  of  functions  that  may  or  may  not  be  performed  under  a  given  level  of  support. 
The  approach  taken  in  this  document  was  therefore  based  on  a  model  that  reflects 
a  consensual  approach  to  determining  a  meaningful  level  of  per  capita  support 
for  HSAs  and  an  assessment  of  individual  differences  and  special  needs  of  HSAs 
of  particular  sizes,  economic  and  demographic  characteristics,  and  mode  of  orga- 
nization. 

2.1  The  major  factors  which  warrant  additional  funding  for  most  HSAs  are  a  function  of 
the  increased  responsibilities  they  must  assume  as  they  become  fully  operational. 

2.2  There  are  increased  responsibilities  that  result  from  or  are  associated  with  the 
implementation  of  a  Health  Systems  Plan  and  "full  designation."    These  include: 

t    Plan  Implementation  Activities: 

This  will  represent  a  major  work  element  for  most  agencies.  Most 
agencies  will  require  at  least  three  to  four  planners  regardless, of 
size  of  agency  to  handle  implementation  activities.    It  is  important 
to  recognize  that  developing  and  maintaining  HSPs  and  AIPs  is  an 
engoing  process.    Most  agencies  will  not  be  able  to  meet  new  work 
requirements  by  wholesale  shifting  of  planners  from  plan  develop- 
ment to  plan  implementation  activities.    In  an  "average"  size  agency 
one  may  be  able  to  shift  one  or  two  professionals,  but  not  the 
entire  complement  of  staff. 
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•  Federal  Grant  Review  (approval  and  disapproval): 

This  function  will  for  most  agencies  require  the  time  of  at  least 
two  professional  staff  and  support  services  in  addition  to  current 
project  review  (certificate  of  need  and  section  1122)  staff  efforts. 

•  Appropriateness  Review: 

Because  of  the  current  lack  of  specificity  and  prioritization  of  the 
functions  which  fall  under  this  rubric,  it  is  very  difficult  to  esti- 
mate resources  required.    However,  those  agencies  which  make  a  major 
effort  to  eliminate  unneeded  services  and  facilities  will  find  it  a 
major  undertaking.    Assuming  that  the  agencies  have  strong  project 
review  capabilities,  it  may  need  as  little  as  one  additional  full- 
time  equivalent  (FTE)  to  staff  such  functions. 

•  Recommendation  (to  the  SHPDA)  on  Priorities  for  Facility  Modernization, 
.    Facility  Conversion,  Etc.: 

This  should  not  require  more  than  0.5  FTE  additional  staff. 

Thus,  typically,  the  additional  responsibilities  of  full  operation  and 
designation  will  require  at  a  minimum  an  additional  4.5  professional 
staff  (FTE)  with  appropriate  support  and  possibly  as  much  as  8.5  to  9 
additional  staff. 

2.3   There  are  additional  responsibilities  that  may  be  included  in  renewal  and/or 
other  associated  legislation  or  regulatory  mandates: 

•  Strong  emphasis  on  cost  containment:    Health  planning  agencies 
will  have  to  gather,  analyze,  and  publish  substantially  more 
cost/charge  and  utilization  data.    HSAs  may  also  be  required  to 
investigate  complaints  of  violation  of  revenue  ceilings.  Perhaps 
even  more  important,  HSAs  would  have  to  develop  appropriate  stra- 
tegies and  undertake  negotiations  to  insure  the  capital  allocation 
process  is  implemented  properly.    If  "decertification,"^  "discontinuance," 
or  "conversion"  of  facilities  was  made  part  of  cost  containment  legis- 
lation, HSAs  would  in  addition  face  greater  responsibilities  to  prove 
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and  defend  its  review  and  comment  on  particular  facilities  in 
addition  to  public  meetings,  administrative  hearings,  and,  quite  possibly, 
as  part  of  a  judicial  review  process.    The  per  capita  estimates  reported  in 
Table  IV  under  the  heading  of  "cost  containment"  indicate  that  agencies • requi re 
from  1  to  3  additional  FTE  staff  trained  in  economic  analysis  who  will  carry  out 
these  functions.    In  addition,  there  may  be  need  for  technical  or  legal  support 
required  on  an  occasional  (consultant)  basis.    If  subsequent  revisions  of  PL  93- 
641  require  cost  containment  or  a  form  of  cost  containment  legislation  such  as 
HR  9717,  S  1391,  etc.,  becomes  law,  most  HSAs  will  require  2  FTE  to  carry  out 
their  functions. 

•  Implementation  (application)  of  National  Health  Planning  Guidelines: 
This  function  is  already  in  law,  but  additional  emphasis  on  achieving 
quantitative  objectives, to  the  extent  such  objectives  are  non-overlapping 
with  cost-containment  priorities,  will  require  additional  staff  analysis 
and  place  heavy  emphasis  on  negotiation  functions  with  providers  in  order 
to  achieve  nationally  established  guidelines  on  a  regional  basis  or  to 
develop  adjustments  to  the  guidelines  suited  to  particular  locales.  Some 
already  well-staffed  planning  agencies  may  not  require  additional  staff 
for  this  function;  others  will  require  from  0.5  to  1.5  additional  staff. 

•  Increased  Community  Education  and  Technical  Assistance  Efforts: 
At  present  there  are  no. legal  requirements  for  special  planning 
agency  efforts  to  educate  and  provide  special  technical  assistance 

to  the  public.    However,  DHEW  is  currently  requiring  through  memoran- 
da and  policy  pronouncements  much  greater  "public  relations"  and  "tech- 
nical assistance"  efforts  by  planning  agencies,  including  developing  a 
full  public  forum  for  publication,  considerable  discussion  of  DHEW 
proposals.    DHEW  also  is  requiring  additional  planning  coordination 
efforts  between  HSAs  and  local,  regional,  and  state  governments  as  well 
as  specific  interest  groups  of  providers  and  consumers.    There  have  also  ' 
been  proposals  for  special  or  exclusive  additional  training  of  consumer 
board  members  or  local  elected  officials  perhaps  even  through  the  crea- 
tion of  staff  support  outside  HSAs  and  SHPDAs.    This  of  course  could  be 
handled  by  a  separate  grants  mechanism  to  consumer  groups  or  public 
agencies.    However,  if  one  accepts  the  idea  that  such  functions  are  best 
carried  out  in  the  context  of  staff-board  interaction  as  part  of  an  over- 
all planning  effort,  an  additional  1.0  to  l.S^  PTE  staff  would  be  needed 
for  such  purposes. 


240 


To  carry  out  the  tasks  in  these  three  additional  areas  would  require 
from  4.5  to  6  additional  PTE  professional  staff. 

2.4  There  are  special  factors  which  may  lead  to  differential  costs  between  HSAs . 
(In  the  methodology  described  below,  these  factors  were  addressed  using  a 
common  vocabulary    in  each  instance  where  they  had  significant  impact  on  the 
cost  of  operation  of  an  HSA.    The  most  critical  are: 

9    Distance/population  density  factors 

«    Population  distribution  and  mix  and  minimum  requirement  for  serving  an 
area's  population  (capitation  requirements  notwithstanding) 

•  Number  of  subarea  councils  and  other  sub-units 
e    Data  base  availability 

r    Prevailing  wage  rates  in  an  area 

•  Legal  costs  incurred  in  defending  the  actions  and  functions  of  the 
agency  as  part  of  due  process. 

Additional  impact  on  the  cost  of  planning  may  to  some  extent  be  a  function 
of  the  number  of  political  jurisdictions  in  an  area,  the  number  and  variety 
of  health  care  delivery  and  training  units  in  an  area,  the  presence  of  other 
(non-PL  93-641)  planning  bodies,  aoplicable  State  or  local  health  legislation 
and  regulation,  the  special  rural,  ex-urban  or  urban  needs,  and  the  planning 
"tradition"  in  the  area  including  the  awareness,  attitude,  and  level  of  par- 
ticipation of  both  consumers  and  providers.    (The  degree  to  which  the  health  care 
system  meets  the  requirements  of  the  health  status  of  the  system.) 

2.5  Additional  resources  requirements  may  also  be  needed  to  solve  problems  inherent  in 
the  health  planning  efforts  of  the  last  several  years.    Chief  among  these  is  the 
need  for  additional  resources  to  improve  data  acquisition,  management,  and  analysis 
activities.    Existing  data  systems  (CHSS,  PSRO,  Medicare  Cost  Reports,  etc.)  are 
not  yet  adequate  for  health  planning  purposes  either  because  specific  data  elements 
necessary  for  planning  are  lacking,  formats  for  data  output  have  not  been  developed, 
or  legal  and  other  restrictions  inhibit  sharing  of  data.    However,  even  if  such 
difficulties  are  overcome  in  the  near  future  each  HSA  must  acquire  and  analyze 
large  amounts  of  local  (health  service  area)  data  which  would  not  duplicate  other 
data  collection  efforts.    As  many  as  2,0  to  3.5  additional  staff  may  be  needed  for 
this  purpose. 
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3.0  The  Cost-of-Planm'ng  Model:    methodological  approach  and  format. 

3. 1  Methodological  Approach: 

To  address  the  issues  described  above,  write  the  objective  of  arriving  at  a 
realistic  National  level  of  support  for  HSAs,  Executive  directors  (and,  v^here 
appropriate,  professional  budgeting  or  accountant  support)  of  twelve  HSAs  viere 
brought  together  to  develop  a  workable  model  for  generating  staffing  and  cost 
requirements.    The  agencies  selected  were  from  all  regions  of  the  country.  They 
reflected  the  full  spectrum  of  population  and  other  demographic  characteristics 
of  HSAs.    Some  were  high-population  small  area  HSAs;  others  low-population  large 
area  HSAs;  still  others,  variations  and  mixtures  of  rural  and  urban  characteristics. 
The  HSAs  sampled  were  from  the  following  states:    Arizona,  California,  Florida, 
Maine,  Maryland,  New  York  (2),  North  Carolina,  Oklahoma,  West  Virginia,  Wisconsin 
and  Wyoming. 

A  model  was  developed  for  a  hypothetical  average  population  HSA  of  1,000,000. 
Participants  in  the  study  developed  working  definitions  of  the  functions  to  be 
performed  by  each  agency  (keyed  to  provisions  of  PL  93-641  and  the  performance 
requirement  under  seven  areas  specified  by  the  Bureau  of  Health  PI anni ng/DHEW) . 
An  in-common  approach  to  staffing  and  cost  accounting  was  developed. 

The  method  used  to  derive  the  cost  of  one  "fully  loaded"  professional  staff 
(FTE)  -  that  is,  a  professional  staff  with  necessary  support  staff  and  with  all  ele- 
ments of  overhead  factored  in  -  was  that  of  dividing  total  budgeted  expenditures 
(or  where  available  actual  expenditures)  by  the  total  number  of  FTE  staff.    A  deci- 
sion was  made  not  to  weight  FTEs  by  salary  level  or    by  function  because^  the  varia- 
tions among  functions  would  be  less  than  5  percent. 

Each  HSA  director  then  calculated  his  actual  FY  77  and  78  expenditures  under 
column  II  of  the  model  (see  below)  and  developed  projected  expenditures  under  the 
conditions  of  full  operation  (column  III)  and  full  operation  plus  additional  func- 
tions   (column  V  of  the  model). 

It  should  be  noted  that  all  FY  77  and  78  budgets  reported  included  the  actual 
amount  of  matching  funds  the  HSA  was  able"  to  generate.    In  at  least  two  cases  (HSAs 
D  +  ^)  this  was  a  significant  portion  of  the  budget  -  20  to  35  percent.  Therefore 
the  projected  capitation  figures  reported  in  the  m6del  include  matching  funds.  In 
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determining  authorization  levels  for  Federal  financial  participation  exclusive  of 
matching  approximately  8  percent  of  the  $0.80  per  capita  reported  may  be  deducted. 
A  per  capita  amount  of  about  $0.74  would,  thus,  reflect  the  required  level  of  Federal 
support  (including  Federal  matching  funds  and  excluding  the  local  match  dollars)  which 
permits  full  implementation  of  the  functions  presently  prescribed  in  PL  93-641.  .  The 
addition  of  functions  listed  in  columr»  IV  of  Table  1  in  any  renewal  legislation  could 
add  as  little  as  $0.04  FFP  or  as  much  as  $0.13  FFP  (on  the  average)  to  that  figure. 
This  range  is  of  course  dependent  on  the  additional  functions  specified  in  the  renewal 
legislation  (cost  containment  -  $0.08;  quantitative  guidelines  in  addition  to  cost- 
containment  -  $0.06;  coiTffiiuriity  education,  technical  assistance  -  $0.04). 

3.2    The  Cost-of-Planning  Model: 

See  Attachments  A  &  B  for  a  full  description, 

4.0  Results: 

Tables  1  and  2  below  display  per  capita  requirements  for  HSA  funding  in  FY  79. 

5.0    Special  Consideration: 

5.1    What  funding  formula(s)  or  funding  system(s)  is(are)  most  appropriate  to 
sustain  full  HSA  activity? 


The  present  funding  mechanism  for  HSAs  has  three  concepts: 

•  a  direct  per  capita  allotment 

•  a  Federal  match  on  eligible  funds  used  locally 

•  a  ceiling  of  $3.75  million,  regardless  of  the  HSA's  population. 

The  data  displayed  on  Table  2  lends  support  to  the  idea  that  these  mechanisms  may  need 
to  be  supllemented  by  a  minimum  level  of  support  for  low  population  HSAs,    It  is  sug- 
gestive of  a  trend  that  would  permit  the  use  of  a  sliding  formula  which  allocates 
higher  per  capita  support  to  the  first  1,000,000  population  of  an  HSA  and  progressively 
lower  levels  of  capitation  funding  for  additional  population  levels  in  the  area.  For 
example,  HSAs  under  1,000,000  requested  $0.82  on  the  average;  HSAs  of  1,000,000  - 
2,000,000  requested  $0.90.    The  latter  proposal  would  be  difficult  to  implement  be- 
cause discontinuities  exist  as  the  capitation  level  is  stepped  down.    However,  the 
economy  of  scale  argument  can  neither  be  support  nor  rejected  from  the  available  date 
in  this  study. 

5.2    The  minimum  funded  HSA;  what  is  a  realisTTc  level  of  support? 

There  are  sixteen  HSAs  with  area  populations  of  less  than  330,000.    Most  of 
these  are  also  large  area  HSAs,    For  these  HSAs,  we  suggest  that,  at  a 
minimum,  a  level  of  staffing  be  considered  which  permits  one  full-time 
equivalent  with  necessary  support  staff  be  assigned  to  each  performance 
function  specified  by  the  Bureau  (the  actual  staffing  distribution  by  func- 
tion may  of  course  vary...by.  HSAJ  ,  _  _ 
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The  "fully-supported"  cost  of  one  full-time  equivalent  as  determined  in 
this  survey  ranges  from  $32,000  to  $45,000  (this  figure  includes  all 
support  staff  and  other  overhead  items  exclusive  of  specific  travel 
funds  for  HSAs  whose  populations  are  widely  dispersed  and  distant). 
Thus,  for  a  fully  operational  low  population  HSA,  the  actual  cost  of 
operation  would  range  $224,000  to  $315,000  (median  $269,000). 

A  minimum  support  figure  in  the  range  of  $275,000  seems  adequate  as  a 
basic  resource  1  evel  which  permits  full  spectrum  pja nnj jig  and  p u b  1  ic 
Involvement  consistent  with  the  requirements  of  PL  93-641. 

5.3    Travel  and  related  costs  in  small  population,  larqe-area  HSAs  and  bi-State 
HSAs. 

One  agency  (listed  as  J  on  Table  1)  is  typical  of  large-land  area,  low- 
population  density,  widely  dispersed  HSAs.  Agencies  such  as  these  face 
difficulties  connected  with  time  and  travel;  for  example,  the  average 
travel  distance  for  Board  members  is  either  340  or  348  miles.  In  addi- 
tion, there  are  no  regularly  scheduled  airlines  which  traverse  these 
points.  Travel  costs  for  the  one  year  of  Agency  J's  conditional  desig- 
nation amounted  to  more  than  $25,000,  or  17  percent  of  the  total  agency 
budget. 

Other  moderate  or  small  area  HSAs  with  similar  population  status  to 
Agency  J  typically  have  travel  budgets  ranging  from  7-9  percent  of  travel 
budgets  for  board  and  staff.    Still  other  HSAs  with  similar  size  and  popu- 
lation density  to  Agency  J  may  have  80-90  percent  of  their  populations 
located  within  a  few  miles  of  the  MSA's  base  of  operations.    In  such  cases, 
although  population  density  may  be  low,  the  necessity  for  and  cost  of  the 
travel  is  also  relatively  low. 

Certain  HSAswhich  serve  more  than  one  state  or  multiple  SMSAs  are  required  to,  in 
effect,  double,  or  in  the  latter  case  even  triple,  their  liaison  activity  with  SHPDAs, 
sets  of  public  officials,  and  other  public  agencies  and  constituencies. 


Cost  of  travel  is  therefore  pvedictable  only  when  more  factors  than  the  area's 
population  of  its  size  are  taken  into  consideration.    It  is  not  uncommon  that  varia- 
tions  of  10  percent  or  more  of  the  total  budget  ^"n  travel  costs  are  possible 
between  HSAs  of  similar  population. 
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However,  an  additional  allowance  of  from  3-10  percent  of  total  budget  may  be  needed 
for  extra  travel  costs,  to  provide  additional  staff  and  other  resources  to  support 
subarea  councils,  in  large,  sparsely  populated  HSAs ,  and  the  special  needs  of  bl- 
state  HSAs  and  HSAs  which  serve  two  or  more  SMSAs. 

6 . 0    Overall  projections  of  support  requirements: 

From  the  accumulated  data,  fiscal  1979  requirements  for  HSAs  under  the  conditions 
of  full  implementation  of  PL  93-641  amount  to  $160,740,000.    This  includes  a  basic 
per  capita  of  $0.74  on  191  HSAs  with  a  combined  population  of  201,000,000,  amounting 
to  $148,740,000.    An  additional  $4,625,000  is  required  by  nineteen  agencies  with 
populations  less  than  344,000  funded  at  the  recommended  level  of  $275,000  and  an 
additional  $7,500,000  from  two  maximum  funded  agencies  ($3,750,000). 

To  the  basic  FY  79  support  of  $160,740,000  an  estimated  cost'  of  living  escalator  of 
from  6.6  percent  to  7.0  percent  per  year  must  be  added  for  the  years  1980  and  1981. 
Thus  funding  support  levels  for  those  years  would  be  roughly  $172,000,000  for  FY  80 
and  $185,000,000  for  FY  81. 

Increments  of  from  5  percent  to  23  percent  would  be  required  to  be  added  to  the  basic 
level  of  $160,740,000  to  support  the  additional  responsibilities  of  cost  containment, 
implementation  of  quantitative  national  standards  and  goals,  and  community  involve- 
ment and  technical  support  for  consumers,  local  elected  officials  and  selected  pro- 
viders.   This  increment  of  course  would  be  dependent  on  the  passage  of  additional 
legislation  or  significant  amendments  to  PL  93-641. 
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Attachment  A 


HSA  FUNCTION 

1.0    Agency  Organization  and  Management 

1.1  Maintain  agency  organization  and  management,  including  policy  development 
and  administration,  financial  administration,  personnel  administration,  and 
work  program  development  and  evaluation. 

2 . 0    Plan  Development* 

2.1  Develop,  annually  review,  and  amend  as  necessary  a  health  systems  plan 
(HSP),  a  statement  of  goals  for  the  area  (Sec.  1513(b)(2)). 

2.2  Establish,  annually  review,  and  amend  as  necessary  an  annual  implementation 
plan  (AIP)  describing  objectives  and  methodologies  for  achieving  the  HSP 

goals  (Sec.  1513(b)(3)). 

3.0    Plan  Implementation/Review  Activities* 

3.1  Review  and  approve  or  disapprove  each  proposed  use  in  area  of  federal 
funds  appropriated  under  federal  health  legislation,  or  made  available  to  the 
state  under  a  federal  formula  grant  (Sec.  1513(e))  (Such  as  Community 
Mental  Health  Centers,  Alcohol  Abuse  and  Rehabilitation) 

3.2  Review  and  make  recommendations  to  state  health  and  development  agencies 
regarding  new  institutional  health  services  in  area  institutions  (Certificate 
of  Need)  (Sec.  1513(f)) .  • 

3.3  Review  and  m.ake  recommendations  to  the  SHPDA  regarding  the  appropriateness 
of  institutional  health  services.    (Sec.  1513(g)). 

3.4  Recommend  to  the  SHPDA  projects  for  modernation,  construction  and  conversion 
of  medical  facilities  to  achieve  the  HSPs  and  recommend  priorities  among  such 
projects  (Sec.  1513(h)). 

4 . 0    Plan  Implementation/Health  Systems  Development* 

^1  Dev^p  and  publish  specific  plans  and  projects  for  achieving  the  objectives 
established  in  the  AIP  (Sec.  1513(b)(4)). 

4.2  Provide  technical  assistance  to  individuals  and  entities  in  the  area  for 
development  of  projects  and  programs  in  accordance  with  AIP  priorities  (cost 
control,  integration  of  services)  (Sec.  1513Cc)(2)). 

4.3  Provide  financial  grants-in-aid  or  contracts  for  projects  cons"''stent 
with  AIP  priorities  (Sec.  1513(c)(2),). 

5.0    Data  Management  and  Analysis 

5.1  Assemble  and  analyze  data  on  the  status  of  health  in  the  area  and  on 
health  resources  in  the  area  (Sec.  1513(b)(1)): 

(A)  the  status  (and'  its  determinants)  of  the  health  of  the  residents  of  its 
health  service  area. 

(B)  the  status  of  the  health  care  delivery  system  in  the  area  and  the  use 
of  that  system  by  the  residents  of  the  area. 

*NOTE:    These  activities  may  be  functionally  interchangeable  under  some  circumstances 
staffing  requirements  for  these  functions  will,  accordingly,  reflect  an  individual 
HSA's  progress  in  performing  cyclically  related  sets  of  activities. 
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HSA  FUNCTION 

(C)  the  effect  the  area's  health  care  delivery  system  has  on  the  health  of 
the  residents  of  the  area, 

(D)  the  number,  type,  and  location  of  the  area's  health  resources,  including 
health  services,  manpower,  and  facilities, 

(E)  the  patterns  of  utilization  of  the  area's  health  resources,  and 

(F)  the  environmental  and  occupational  exposure  factors  affecting  immediate 
and  long-term  health  conditions. 

6.0  Coordination 


6.1  Coordinate  activities  with  PSRO's,  those  entities  part  of  the  demonstration 
cities  act,  regional  planning  commissions,  and  other  local  and  regional  planning 
Dodies  (Sec.  1513(d))  and  where  appropriate  develop  written  agreement  and/or 
technical  assistance  relationships  with  these  entities. 

7.0    Public  Involvement  and  Education 

7.1  Public  information  and  education,  election  and  orientation,  and  orientation 
and  election  of  board  members,  procedures  for  involvement  of  public  officials 
and  others. 
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Mr.  Matek.  Thank  you  very  much  for  your  time. 

Mr.  Rogers.  Could  you  also  submit  for  the  record  the  figures  you 
have  on  attendance  by  public  officials? 

Mr.  Matek.  Yes,  sir.  At  this  time,  I  have  only  handwritten  copies. 

It  contains  such  interesting  items  as  the  fact  that  one  agency  body 
has  not  been  able  to  have  a  governing  board  meeting  since  May  of 
1977  because  they  could  not  get  a  quorum  of  county  supervisors. 

The  data  is  here.  If  you  want  it  handwritten,  I  can  give  it  to  you 
like  this. 

Mr.  Rogers.  I  think  that  would  be  fine. 
[The  material  referred  to  follows :] 


Agency  Meetings  Attendance 


Northern  California  10  meetings  3  county  supervisors: 

1  absent  7  times. 
1  absent  3  times. 
1  absent  2  times. 
2  county  executives: 
1  absent  9  times. 
1  absent  5  times. 

North  Bay  G:  Body  12  meetings   1  county  supervisor:  Absent  6  times. 

G:  Board  8  meetings  2  county  supervisors  afisent  8  times. 

1  county  supervisor  absent  7  times. 
3  county  supervisors  absent  3  times. 
3  county  supervisors  absent  0  time. 

Alameda-  Contra  Costa  G.  Body:  11  meetings  2  county  supervisors  absent  1  time. 

G.  Board:  8  meetings  2  county  supervisors  absent  4  times. 

2  county  supervisors  absent  2  times. 
1  county  supervisor  absent  3  times. 
1  county  supervisor  absent  0  time. 

North  San  Joachin  G.  Body:  11  meetings   1  city  councilman  absent  7  times. 

1  city  councilman  absent  4  times. 

G.  Board:  13  meetings  2  county  supervisors  absent  4  times. 

1  county  supervisor  absent  7  times. 

3  county  supervisors  absent  2  times. 
1  county  supervisor  absent  1  time. 

Midcoast  G.  Board  of  8  county  supervisors  "hardly  No  quorums. 

any  meetings"  

Golden  Empire  G.  Board:  9  supervisors.   No  quorums  for  meetings  since-  May 

1977,  6  efforts  made. 

Inland   G.  Body:  12  meetings:  6  elected  officials: 

1  absent  6  times. 
1  absent  5  times. 

1  absent  4  times. 

2  absent  2  times. 
1  absent  1  time. 


Mr.  Matek.  Do  you  have  any  questions  ? 

Mr.  Rogers.  Thank  you  for  your  statement.  Your  suggestions  have 
been  good. 

Dr.  Carter — ^yes,  we  will  have  questions. 
Mr.  Carter.  Thank  you,  Mr.  Chairman. 

I  noticed  you  mentioned  rate  review,  both  of  you.  Where  do  you 
think  this  should  take  place,  and  by  whom? 

Ms.  Hanson.  Rate  review,  sir  ?  Where  should  it  take  place  ? 
Mr.  Carter.  And  by  whom,  at  what  level  ? 

Ms.  Hanson.  I  think  it  should  take  place  at  the  State  level.  When  a 
health  systems  plan  is  being  produced,  and  ultimately  a  State  health 
plan,  there  should  be  a  place  in  that  State  for  a  rate  review  system 
against  which  we  can  measure  our  recommendations.  At  the  same  time 
that  that  law  is  being  implemented,  agencies  they  can  be  aware  within 
their  own  State  what  the  priorities  are  of  the  health  planning  process. 
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It  seems  to  me  a  more  compact  system,  and  I  think  it  provides  a 
workable  system,  since  we  frequently  have  interaction,  with  the  Gov- 
ernor of  the  State,  the  legislatures,  and  so  on. 

Mr.  Carter.  Do  you  think  that  the  rate  review  board  should  be  in- 
dependent of  the  HS  A  ? 

Ms.  Hanson.  Independent  of  ?  Yes,  sir,  I  think  the  bulk  of  its  mem- 
bership surely  should  not  be  HSA  people.  I  think  some  HSA  repre- 
sentation would  be  useful,  simply  because  the  planning  process  that 
an  HSA  follows  may  not  be  quite  as  familiar  to  those  individuals  who 
would  qualify  in  other  areas  to  serve  on  a  rate  review  commission. 

But  in  no  way  should  HSA's  dominate  a  rate  review  commission. 

Mr.  Carter.  I  certainly  agree  with  you.  I  do  not  know  if  HSA's 
should  really  be  involved  in  it.  I  agree  with  you  on  both  counts. 

I  want  to  thank  you  for  your  excellent  ideas  and  your  contribution. 

I  notice  you,  one  of  you  mentioned,  discontinuance  of  unneeded  fa- 
cilities. Would  you  address  that  ? 

Mr.  IVIatek.  Yes,  sir. 

Your  bill,  in  section  20"2,  has  a  brief  statement  which  says  that  it  is 
a  priority  to  discontinue  cluplicative  and  unneeded  services.  Now,  as 
to  how  that  happens,  I  think  there  has  been  talk  about  creating  a  buy- 
out fund.  It  is  unfortunate  that  we  need'  to  create  a  fund  to  buy  our 
institutions  which  should  not  have  been  built  in  the  first  place. 

Licenses  are  fimdamentally  privileges,  and  that  State  government 
ought  to  have  the  authority  to  revoke  a  license  which  is  demonstra- 
tively being  used  against  the  overall  public  interest. 

However,  I  imderstand  the  history  of  case  law  in  such  matters.  I 
understand  that  the  concepts  of  private  property  and  the  right  to 
make  a  living,  enter  into  the  situation ;  so  a  buy-out  fund  may  be  a 
practical  compromise.  I  think  you  could  create  one  and  test  it  for 
awhile,  and  then  see  whether  it  should  be  expanded  or  eliminated. 

Mr.  Carter.  If  it  is  being  used  against  the  public  interest,  we  would 
expect  it  to  be  closed.  But  suppose  you  have  a  50-bed  hospital  and 
your  occupancy  rate  has  been  less  than  70  percent  and  some  people 
think  it  advisable  to  close  ten  beds. 

But,  if  you  close  those  beds,  would  that  result  in  a  saving  to  the 
hospital  ? 

Mr.  IVIatek.  Congressman,  when  you  close  down  a  single  ward  in  a 
small  hospital,  you  usually  cannot  save  anything. 

Mr.  Carter.  I  agree  with  you. 

Mr.  Matek.  You  have  to  close  the  whole  facility. 

Mr.  Carter.  You  are  exactly  right.  I  think  you  are  right  on  that. 

What  would  you  do,  in  a  case  like  that,  if  you  had  10  beds  that  you 
were  not  using,'  that  you  could  do  without,  as  far  as  hospital  patients 
are  concerned? 

Mr.  ]\L\tek.  ^Yliat  our  health  plan  in  our  area  recommends  is  that 
they  convert  them  to  nursing  home  beds  and,  instead  of  charging  $140 
a  day  for  the  bed  they  charge  $25  

Mr.  Carter.  You  could  have  either  skilled  care,  then,  or  mtermedi- 
ate  care, 

Mr.  J^Iatek.  This  is  not  an  economically  attractive  alternative  from 
the  point  of  view  of  the  hospital  administrator,  but  I  think  it  is  time 
to  start  making  it  attractive,  either  through  positive  mcentives  or 
negative  ones. 
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Ms.  Hanson.  Dr.  Carter,  may  I  comment  on  that  for  just  a  minute « 
Mr.  Carter.  Yes,  ma'am. 

Ms.  Hanson.  I  think,  depending  on  the  location  of  the  facility,  if  it 
is  m  a  rural  location,  maybe  Mr.  Matek's  solution  could  be  the  only 
one.  But  there  are,  in  urban  areas,  a  number  of  very  small  hospitals 
that  have  been  functioning  for  a  great  many  years.  I  think  one  of  the 
roles  of  the  health  systems  agency  is  to  be  a  convenor  or  forum  for 
those  services  in  the  community  which  are  marginally  economically 
sound,  for  the  purposes  of  either  doing  away  with  duplicative  serv- 
ices, or  being  a  convenor  to  find  ways  that  cooperative  arrangements 
can  be  entered  into  so  that  institutions  A  and  B  may  merge  to  become 
C. 

Now,  I  know  this  flies  in  the  face  of  all  kinds  of  protection  of  one's 
rights  and  a  number  of  other  things,  but  I  also  suggest  that,  in  the 
public  interest,  that  if  there  is  not  a  specific  availability  or  accessi- 
bility problem — ^because  you  are  in  an  urban  area — it  could  well  be 
that  you  could  convert  two  economically  marginal  institutions  into 
one  that  could  be  an  economically  viable  one,  produce  a  public  service, 
to  continue  serving  that  community  or  that  portion  of  the  community. 

I  think  the  HSA  can  serve  a  tremendous  role  in  being  the  convenor 
of  these  kinds  of  discussions. 

Mr.  Carter.  I  want  to  compliment  you  on  that.  I  think  that  is  an 
excellent  idea. 

Thank  you  very  much  for  your  very  excellent  testimony. 

Ms.  Hanson.  Thank  you.  Dr.  Carter. 

Mr.  Rogers.  Mr.  Satterfield  ? 

Mr.  Satterfield.  Thank  you,  Mr.  Chairman. 

I  would  like  to  pursue  the  question  that  Dr.  Carter  brought  up  and 
make  sure  that  I  understand.  When  you  mention  closing  beds  or  fa- 
cilities, I  suppose  we  are  talking  about  some  sort  of  periodic  review 
with  the  idea  that  if  they  are  found  not  to  be  needed,  they  would  be 
closed. 

Is  this  what  you  feel  should  be  done  ? 

Mr.  Matek.  Well,  first  of  all.  Congressman,  I  believe  that  the  issue 
of  closing  beds  is  fundamentally  a  regulatory  function,  which  means 
it  is  a  State  government  function. 

The  function  of  the  HSA  is  to  identify  what  is  needed  and  what  is 
appropriate  and  what  ought  to  happen. 

Mr.  Satierfield.  Well,  I  will  come  back  to  that  in  a  second,  but  

Mr.  Matek.  The  muscle  in  this  case,  if  it  exists,  is  properly  a  gov- 
ernmental power.  Now,  the  idea  of  appropriateness  revieV,  as  it  has 
been  proposed,  is  that  there  be  certain  time  periods  allowed  for  con- 
version from  an  inappropriate  service  to  a  more  appropriate  service, 
and  that  people  try  to  work  with  the  institution  in  creating  the 
changeover. 

That  changeover  may  require  economic  stimulus  or  a  development 
fund  grant,  or  something  like  that.  If,  after  a  certain  period  of  time, 
the  changeover  is  not  made,  I  do  not  believe  that  the  ability  to  simply 
close  them  down  now  exists.  But  surely  the  ability  to  cut  off  Govern- 
ment reimbursement  to  support  the  institution  or  the  inappropriate 
service  does  exist  and  is  a  feasible  alternative. 
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Mr.  Satterfield.  Does  it  bother  you  that,  in  this  process,  we  may  be 
making  it  virtually  impossible  to  obtain  private  financing  for  any 
new  construction,  because  the  financiers  would  be  very  hesitant  to 
advance  money  for  a  facility  if  its  capability  for  producing  income 
could  be  changed  at  any  time  through  this  process. 

Does  that  bother  you  at  all  ? 

Mr.  Matek.  As  a  matter  of  fact,  our  agency  has  been  trying  to  deal 
with  that  issue.  We  have  been  writing  letters  to  lenders  urging  them 
not  to  make  loans  to  facilities  that  violate  the  local  health  plan.  We 
have  told  them  that  we  would  be  glad  to  serve  as  a  data  resource  to  the 
people  who  make  mortgage  loan  decisions.  If  an  institution  is  appro- 
priate, and  is  following  the  health  plan,  we  would  like  to  support 
their  getting  mortgage  money. 

Mr.  Satteoreield.  That  is  not  my  point.  Let's  say  you  get  a  certifi- 
cate-of-need  for  a  new  facility  and  you  are  going  to  get  private  fi- 
nancing. Who  is  going  to  lend  the  money  for  private  financing  if  2,  3, 
4,  5  or  10  years  down  the  road  they  might  shut  the  facility  down  or 
convert  it  from  a  hospital  to  a  nursing  home? 

How  are  they  going  to  get  private  fimds? 

Mr.  Matek.  If  they  get  a  properly  researched  and  supported  cer- 
tificate-of-need,  then  as  far  as  I  am  concerned  they  are  home  free,  and 
anybody  who  grants  a  certificate  of  need  which  can  be  reversed  

Mr.  Satterfield.  In  other  words,  a  certificate-of-need  should  be 
lield  in  perpetuity. 

Mr.  Matek.  I  think  it  should  be  held  for  the  term  of  the  loan,  but  I 
think  such  certificates  should  be  harder  to  get.  It  should  be  nearly 
impossible  to  get  a  certificate-of-need  that  does  not  have  a  longrange 
plan  attached  to  it  which  addresses  community-wide  supply  and  de- 
mand issues  and  the  directions  in  the  local  HSP. 

Mr.  Satterfield.  Would  you  recommend,  then,  that  we  add  lan- 
guage to  the  act  which  states  that  a  certificate-of-need  should  be  coin- 
cidental in  length  of  time  with  any  mortgages  and  loans  in  connection 
with  the  construction  of  a  facility  ? 

Mr.  Matek.  I  would  prefer  to  see  State  guarantee  loan  programs 
tied  to  the  conclusions  of  certificates  of  need  and  the  HFP.  That  is  the 
kind  of  coordination  and  regulation  we  need. 

The  private  money  market  is  going  to  do  whatever  they  think  is 
profitable.  As  one  lender  put  it  to  me  "our  money  has  no  morality." 

Mr.  Satterfield.  But  State  guarantees  of  loans,  you  know,  depend 
on  the  State  legislatures,  and  we  are  talking  about  something  that 
may  never  happen  and  something  over  which  we  have  no  control. 

I  am  talking  now  about  Federal  legislation,  and  that  is  the  only 
thing  that  we  can  address  with  confidence. 

Ms.  Hanson.  Mr.  Satterfield,  may  I  comment  on  your  question  ? 

Mr.  Satterfiei^d.  Yes,  I  would  be  happy  to  hear  your  comment. 

Ms.  Hanson.  The  issuance  of  certificates-of-need  in  the  future, 
which  is  really  what  we  are  dealing  with  in  this  law  and  in  the  one 
before  it,  is  the  thing  that  we  are  endorsing  from  the  AHPA.  Fur- 
ther, that  those  be  issued  with  a  great  deal  of  care  and  caution  and 
that  the  health  sysitems  agencies  making  recommendations  to  State 
agencies  who  issue  those  certificates-of-need  should  be  doing  their 
work  with  extreme  care. 
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I  am  not  here  to  propose  that  every  section  of  this  country  is  in  an 
over-bedded  situation.  It  is  not.  I  happen  to  live  in  one  that  is.  There 
are  a  great  many,  in  my  own  State,  that  can  say  part  of  my  State  is 
not  in  that  situation. 

In  those  areas  where  there  is  a  need  for  new  facilities,  if  your  lend- 
ing institutions — have,  in  their  hands,  a  copy  of  the  health  systems 
plan,  have  in  their  hands  a  copy  of  the  State  health  plans,  have  in 
their  hands  a  copy  of  the  State  medical  facilities  plan,  I  cannot  think 
of  more  useful  tools  for  a  financial  institution  to  hold  than  something 
of  that  nature. 

They  know,  no  more  than  a  certificate-of-need  is  issued  in  perpetu- 
ity, that  an  A&P  store  is  open  in  perpetuity,  a  MacDonald's  franchise 
is  open  in  perpetuity,  or  a  community  swimming  pool  is  filled  in 
perpetuity. 

Lenders  take  a  risk  based  on  what  they  consider  rational  costs  for 
lending  money — having  devoted  a  good  part  of  my  life  to  the  mort- 
gage business. 

I  also  believe  that  the  care  that  we  want  to  exercise,  not  only  in 
issuing  certificates  of  need,  but  in  the  appropriateness  review  on  the 
other  end,  is  that  nobody  is  shooting  from  the  hip.  We  are  not  issuing 
them  (CON's)  carte  blanche.  On  the  other  hand,  we  are  not  here  do- 
ing appropriateness  review  with  any  question  in  mind  except  what  is 
the  best  service  for  the  community. 

I  think  that  is  where  we  are  all  trying  to  get,  and  it  is  as  tricky  a 
road  as  any  of  us  have  ever  walked  down.  I  do  not  think  we  have 
answers.  We  have  a  lot  of  good  questions. 

We  just  find  in  your  bill  that  there  are  some  potential  good 
answers. 

Mr.  Sattertield.  I  would  agree  with  you  that  mortgage  companies 
and  people  who  lend  money  do  accept  rational  risks,  but  the  question 
that  bothers  me  is  how  rational  is  this  risk,  and  how  firm  is  any  health 
plan  once  it  is  adopted  ?  It  is  subject  to  change  any  time  the  Secretary 
wants  to  issue  new  guidelines. 

Ms.  Hanson.  Certainly,  but  as  a  lender,  I  would  rather  have  an 
SHP  with  an  annual  implementation  plan  that  is  circulated  communi- 
ty-wide once  a  year  than  have  a  5-year  projection  of  a  new  company 
based  on  the  work  of  their  CPA's  that  is  never  updated. 

Mr.  Sattekfteiz),  Does  it  bother  you  at  all  that,  under  this  Act,  the 
Secretary  of  HEW  can  terminate  the  contract  with  an  HSA  any  time 
he  says  they  are  not  doing  the  job  that  they  are  supposed  to  do  and 
can  replace  it  with  an  entirely  new  one  ? 

Ms.  Hanson.  Oh,  heck  yes,  it  bothers  me  a  lot  but,  you  see,  I  figure 
that  if  he  is  going  to  get  up  early  to  do  that,  we  have  to  get  up  earlier 
to  make  sure  it  does  not  happen. 

Mr.  SATTERFrEi.D.  I  would  like  to  know  how  you  are  going  to  keep 
it  from  happening. 

Ms.  Hanson.  It  is  a  tricky  road,  Congressman. 

Mr.  Matek.  In  the  matter  of  the  national  health  planning  guide- 
lines we  just  recently  had  an  example  of  the  introduction  of  reason- 
ableness into  what  had  appeared  to  be  an  arbitrary  process.  Frankly, 
we  are  counting  on  the  vigilance  and  sensitivity  of  Congress  to  keep  it 
that  way. 
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Mr.  SATTERriEi.D.  Do  you  think  the  HSA's  were  responsible  for 
that? 

Mr.  Matek.  No,  sir,  as  a  matter  of  fact,  I  do  not.  And  if  HSA's  do 
not  soon  learn  how  to  do  it,  we  probably  do  not  deserve  to  have  it 
done. 

Give  us  awhile.  We  have  only  been  here  for  1  year. 

Mr.  Satterfield.  I  do  not  mind  giving  you  all  awhile,  in  fact  I  am 
all  for  the  HSA's.  My  problem  is  with  the  Secretary  of  HEW.  I  do 
not  think  he  should  have  all  of  the  control  and  the  power  that  he  has 
in  this  act,  and  it  bothers  me  no  end. 

Ms.  Hanson.  Well,  now,  I  agree  with  some  of  what  you  are  saying 
and  I  agree  with  some  of  that  power,  but  as  I  look  at  the  system,  there 
is  a  lot  about  that  system  that  troubles. 

There  is  a  system  of  checks  and  balances  in  there.  Admittedly,  he  is 
the  bottom  line.  All  right  ?  That  does  not  thrill  me  to  death. 

Mr.  Satterfield.  Well,  I  do  not  think  you  can  have  checks  and  bal- 
ances when  he  makes  the  ultimate  decision. 

Ms.  Hanson.  Well,  he  makes  the  ultimate  decision  assuming  that 
some  point  along  the  way,  as  the  decision  is  made,  somebody  does  not 
say,  "Fine,  let's  proceed."  He  makes  the  final  decision  based  on  a  num- 
ber of  other  things  either  not  happening  or  somebody  objecting  to  a 
number  of  other  things. 

Mr.  Sattereield.  Still  at  his  own  discretion. 

Ms.  Hanson.  Oh,  sure.  But  I  signed  a  contract  that  I  signed  with 
my  region  to  run  my  HSA  and  get  federally  funded  for  that  grant 
year.  We  meet  each  other  periodically  to  see  how  the  HSA  is  coming 
and  how  HEW  is  coming  and  if  everybody  is  happy. 

Now,  if  I  know  I  am  not  meeting  our  requirements,  I  guess  I  have 
to  assume  I  could  get  cleaned  out  at  some  point.  I  just  think  there  are 
rules  along  there. 

I  agree  with  you  that  that  is  a  problem,  but  somebody  has  to  be  the 
bottom  line. 

Mr.  Matek.  I  would  like  to  just  add  to  that  it  is  far  better  to  have 
the  Secretary,  who  represents  one  target,  have  that  responsibility — 
and  I  think  it  is  a  severely  compromised  responsibility  already — ^than 
to  have  50  separate  people — the  Governors — with  that  responsibility 
and  not  be  able  to  get  at  them  in  any  consistent  way. 

Ms.  Hanson.  Hear,  hear. 

Mr.  Satterfield.  Well,  M  me  ask  you  this  one  question.  My  time  is 
running  out,  and  I  will  return  to  my  remaining  questions  later,  but  in 
that  line,  you  made  the  statement  that  the  certificate-of-need  require- 
ment, in  and  of  itself,  could  freeze  the  system. 

Mr.  Matek.  I  think  it  does. 

Mr.  Satterfield.  All  right,  now.  Especially  this  is  true,  it  seems  to 
me,  where  the  Secretary  of  HEW  proceeds  to  issue  guidelines  which 
he  says  have  to  be  met. 

In  that  context,  should  HMO's  be  excluded  from  certificates-of- 
need  and  should  they  be  excluded  from  any  imposition  of  limitations 
on  their  construction  funds  ? 

Mr.  Matek.  Not  totally,  Consncessman.  I  believe  that  the  way  your 
bill  has  been  drafted  to  cover  HMO's  exactly  in  the  same  terms  as  any 
other  health  institution  is  the  appropriate,  balanced,  way  to  deal  with 
that. 
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Mr.  Satterfield.  I  am  referring,  of  course,  to  testimony  yesterday 
morning  by  the  Assistant  Secretary  of  HEW  when  he  made  these 
two  proposals.  You  do  not  agree  witifi  those  proposals  ? 

Mr.  Matek.  We  would  not  agree  with  them. 

Mr.  Satterfield.  Thank  you  very  much. 

Mr.  Chairman,  I  will  reserve  the  balance  of  my  questions. 

Mr.  KoGERs.  Mr.  Florio? 

Mr.  Florio.  Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  thank  both  witnesses  for  their  comments. 

Ma'am,  you  said  something  about  the  fact  that  the  HSA  is  primari- 
ly designed  to  deal  with  some  controversial  issues.  I  wonder  if  you 
feel  that  the  ability  to  deal  with  those  issues  will  be  inhanced  by  one 
of  the  provisions  in  the  proposed  bill  that  mandates  that  prospectively 
25  percent  of  the  board  should  be  composed  of  local  elected  officials. 

Ms.  Hanson.  I  made  a  comment — it  is  in  our  testimony,  but  I  did 
not  read  it.  I  think  personally,  and  I  know  the  association  is  in  favor 
of  total  participation  from  every  segment  of  the  community. 

I  served  in  an  HSA  from  the  day  it  was  started,  that  allowed  up  to 
one-third  of  our  board  membership  to  be  elected  officials.  As  many  as 
10  of  the  30,  one-third.  And  to  this  date,  I  have  had  two  serve  and  one 
removed  from  the  SHCC  for  cause  for  nonattendance. 

To  say  that  any  segment  of  the  community  is  more  or  less  valuable 
to  an  HSA  is  just  simply  a  misdefinition.  I  thinlc  the  consumer- 
provider  balance  is  wise  and  I  think  it  is  extraordinarily  successful. 

If,  among  those  consumers  and  providers,  you  happen  to  have  peo- 
ple who  fall  under  one  category  or  another  who  are  elected  officials,  I 
am  absolutely  delighted  to  have  them  there  and  I  think  they  belong 
there.  I  think  they  are  as  much  a  part  of  my  community  and  your 
community  as  anybody  else,  but  to  mandate  that  a)  either  they  be 
outside  the  count  of  consumer  and  provider  is  mad.  I  mean,  they  have 
to  be  something.  Everybody  has  to  be  something. 

Mr.  Florio.  This  provides  that  the  local  officials  will  come  from  the 
provider  sector. 

Ms.  Hanson.  Well,  you  see,  I  disapprove  of  that,  too.  I  do  not  know 
how  you  can  get  more  people  out  of  51-49  percent,  but  every  provider 
participant  I  have  had  on  my  board  has  brought  another  facet  of  my 
community  into  our  deliberations  that  I  would  have  never  known 
before.  At  the  end  of  2  tough  years  we  sat  down,  last  Tuesday  at  our 
annual  meeting,  and  said  to  each  other,  "I  do  not  care  what  anybody 
says,  you  are  not  as  bad  as  I  thought  you  were." 

We  have  had  2  years  of  opportunities  for  us  to  learn  more  about 
provider  perspectives  and  for  them  to  learn  more  about  consumers. 
We  cannot  take  away  25  percent  of  those  providers — we  now  have 
about  50  groups  who  are  clamoring  because  they  do  not  feel  that  they 
can  get  representation  in  that  49  percent.  Fourteen  people  are  not 
very  many  people  representing  the  whole  breadth  of  the  provider 
community. 

Mr.  Florio.  I  understand  that. 

Ms.  Hanson.  I  understand  the  elected  officials  problem,  the  pro- 
viders, all  of  us  ultimately  are  purchasers  of  health  care.  But  I  am  an 
amateur.  I  am  worth  exactly  what  you  are  paying  me,  but  I  sure  need 
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to  hear  from  the  provider  who  is  out  there  doing  whatever  it  is  I  am 
trying  to  make  judgments  for.  That  is  the  only  person  I  can  learn 
from. 

Mr.  Florio.  I  assiune  that  means  that  you  do  not  think  the  

Ms.  Hanson.  I  do  not  see  how  it  is  workable,  Congressman.  If  you 
could  make  it  work  somehow,  but  I  do  not  see  how. 
Mr.  Florio.  You  are  not  going  

Ms.  Hanson.  Let  them  be  providers  or  consumers.  The  Mayor  of 
Kansas  City,  Missouri  is  a  physician.  If  he  wants  on  my  board,  I  have 
a  double  threat  there.  Terrific. 

You  see  ? 

But  I  cannot  give  up  slots  to  put  in  people  just  because  they  are 
elected  officials. 

Mr.  Florio.  The  answer  is  that  you  are  not  enthused  about  that 
provision  in  the  bill  ? 

Ms.  Hanson.  I  just  find  it  unworkable.  I  will  not  say  I  am  not 
enthused.  How  does  it  work  ? 

Mr.  Florio.  We  each  get  5  minutes  to  ask  questions. 

Ms.  Hanson.  I'm  sorry. 

Mr.  Florio.  If  I  might  ask  the  gentleman  a  question  with  regard  to 
modernization  moneys.  We  had  people  here  from  HEW  yesterday  and 
they  said  that  their  interpretation  of  the  law  is  that  the  HSA's  are 
required  to  provide  their  opinions  in  the  sense  of  advisory  opinions  as 
to  the  desirability  of  modernization  or  rehabilitation  grants. 

Is  that  your  understanding  of  what  your  mandate  is?  Advisory 
opinions  as  opposed  to  requirements  to  approve  ? 

Mr.  Matek.  Yes,  sir,  that  is  the  way  that  the  certificate  of  need 
process  is  written.  The  agency  recommends  and  the  State  decides. 

However,  what  we  want  to  see  firmly  established  is  that  the  State 
be  committed  and  obliged  to  not  make  a  decision  which  contradicts 
the  recommendation  of  the  HSA  unless  they  have  good,  documented 
reasons. 

Mr.  Florio.  Let  me  distinguish  between  certificate  of  need  and  ap- 
plications for  modernization  grants. 

Mr.  [Matek.  Yes,  sir.  I  believe  that  applications  for  modernizations 
or  renovations  or  replacements  should  be  part  of  the  certificate  of 
need  proposal. 

Mr.  Florio.  You  believe  that,  but  that  is  currently  not  the  case.  Is 
that  your  interpretation  ? 

Mr.  Matek.  In  California,  they  have  tied  it  in.  I  do  not  believe  it  is 
that  way  nationwide.  It  is  a  separate  issue  in  other  States.  I  think  it 
should  be  tied  together. 

Mr.  Florio.  Lastly,  let  me  ask  a  question.  You  gave  an  example  of 
some  of  the  ingenious  devices  that  are  being  arrived  at  to  circumvent 
certificate  of  need.  Something  that  is  happening  in  areas  that  I  am 
familiar  with,  particularly  in  radiology  departments,  hospitals  are 
contracting  with  radiologists  for  hospital  operated  faciltes  to  be 
controlled  by,  and  operated  by,  the  radiologists  on  a  contractual  basis 
with  a  percentage  fee  being  charged.  The  radiologist  group  will  op- 
erate the  radiology  department  of  the  hospital  on  a  percentage  or  a 
cost-plus  basis. 

Are  you  familiar  with  this  approach,  and  if  you  
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Mr.  Matek.  I  am  not  only  familiar  with  it,  sir,  but  in  our  area, 
radiologists  pay  premiums  of  $50,000  to  $100,000  to  get  these 
contracts. 

Mr.  Florid.  Do  you  have  any  thoughts  as  to  how  that  problem  can 
be  dealt  with? 

Mr.  Matek.  We  are  pleading  in  California  to  make  it  required  that 
all  contracts  between  physician  groups  and  hospital  institutions  be 
made  part  of  the  public  record  and  be  subject  to  scrutiny  by  HSA's 
and  the  State.  Without  that  kind  of  disclosure,  the  cost  containment 
efforts  which  are  part  of  our  priorities  are  going  to  be  constantly  sub- 
verted by  practices  which  are  not  exposed  to  the  light  of  day. 

Mr.  Florio.  It  would  appear  on  the  basis  of  some  due  process  pro- 
visions, if  the  Congress  were  to  even  consider  that,  such  rulings  would 
have  to  be  prospective.  Do  you  have  any  suggestions  as  to  how  one 
would  be  able  to  review  contracts  that  are  already  entered  into  ? 

Mr.  Matek.  You  could  just  put  in  your  bill  that  part  of  the  authori- 
ty of  the  HS A,  or  perhaps  the  State,  since  they  have  more  regulatory 
authority,  is  to  require  institutions  as  part  of  the  review  process  to 
disclose  all  existing  contracts  and  relationships  which  materially 
affect  the  rates  they  charge. 

Now,  you  might  be  able  to  do  that  more  effectively  through  the  rate 
review  and  rate  regulation  mechanisms  than  the  HSA  mechanism,  but 
to  the  extent  that  HSA's  examine  certificates  of  need  and  to  the 
extent  that  HSA's  are  responsible  for  financial  feasibility  analysis,  I 
believe  HSA's  must  have  the  right,  as  a  precondition  of  doing  our  job 
well,  to  look  at  data  on  contractual  relationships. 

Mr.  Florio.  Let  me  take  a  moment  here  to  ask  one  more  question, 
because  it  is  fairly  significant. 

There  is  not  going  to  be  that  much  more  new  construction  money. 
The  modernization  moneys,  and  the  rehabilitation  moneys  are  going 
to  be  forthcoming,  and  that  is  a  yery  effective  vehicle  for  reviewing 
the  internal  operations  of  hospitals,  contracts  such  as  we  just  referred 
to.  Would  you  think  it  feasible  that  the  HSA's,  if  given  the  opportun- 
ity to  sign  off,  approve,  review,  make  recommendations,  could  evalu- 
ate some  of  these  factors  such  as  contracts  in  terms  of  making 
recommendations  to  HEW  for  approval  of  modernization  monies  ? 

Do  you  think  that  might  be  a  vehicle  to  provide  some  internal 
management  review  ? 

Mr.  Matek.  Yes,  Congressman,  it  would  significantly  enhance  the 
ability  of  the  system  at  all  levels  to  deal  with  the  issues. 

Mr.  Florio.  Thank  you  very  much. 

Mr.  EoGERS.  Thank  you. 

Mr.  Preyer. 

Mr.  Preyer.  I  have  no  questions  at  this  time. 
Mr.  Rogers.  Mr.  Waxman. 
Mr.  Waxman.  I  have  none  at  this  time  either. 
Mr.  Rogers.  All  right. 

There  may  be  questions  submitted  that  we  would  like  answered  for 
the  record.  I  have  some  that,  because  we  have  such  a  heavy  schedule 
of  witnesses,  I  will  submit  some  questions  to  you. 

Your  testimony  has  been  most  helpful.  The  committee  will  proba- 
bly be  in  touch  with  you  to  get  some  of  your  advice  as  we  proceed. 


261 


Ms.  Hanson.  Thank  you,  Mr.  Ohairman. 

Mr.  Rogers.  Thank  you  for  being  here.  You  have  been  most  helpful. 
Ms.  Hanson.  Thank  you,  gentlemen. 
Mr.  Matek.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  The  next  witnesses  will  compose  a  panel  on  excess  hos- 
pital capacity.  Mr.  J.  K.  Shelton,,who  is  manager,  of  the  employee  in- 
surance department,  finance  staff,  of  the  Ford  Motor  Co.,  accom- 
panied by  Mr.  Leo  Greenawalt,  vice  president  of  governmental  af- 
fairs, Michigan  Hospital  Association;  Mr.  Simon  Gottlieb,  who  is 
executive  director  of  the  Greater  Detroit  Hospital  Council;  Mr. 
Thomas  E.  Greene  III,  Hospital  Financing  Study  Group,  accompa- 
nied by  Mr.  Thomas  H.  Quinn,  general  counsel,  Hospital  Financing 
Study  Group. 

We  welcome  each  of  you  to  the  Committee.  We  would  be  pleased  to 
receive  your  statements.  Each  of  your  statements  will  be  made  a  part 
of  the  record  in  full,  and  if  you  could  highlight  the  major  points  for 
the  Committee,  it  would  be  helpful. 

I  might  say,  Mr.  Quinn,  the  committee  is  glad  to  see  you  back  before 
it  again. 

Mr.  Quinn.  Thank  you. 

Mr.  Rogers.  You  may  proceed. 

Mr.  Shelton.  Mr.  Chairman,  I  have  filed  a  longer  statement  for  the 

record  

Mr.  Rogers.  Excuse  me. 
Could  we  have  order,  please? 
You  may  proceed. 

Mr.  Shelton.  Mr.  Chairman,  I  have  filed  a  longer  statement  for  the 
record  [see  p.  264],  but,  as  requested,  I  have  a  shorter  version  which  I 
believe  has  been  distributed  for  your  convenience. 

Mr.  Rogers.  Thank  you.  That  will  be  helpful. 

STATEMENTS  OF  JACK  K.  SHELTON,  MANAGER,  EMPLOYEE  INSUR- 
ANCE DEPARTMENT,  FINANCE  STAFF,  FORD  MOTOR  CO.,  ALSO 
ON  BEHALF  MICHIGAN  COST  CONTAINMENT  COALITION,  ACCOM- 
PANIED BY  LEO  GREENAWALT,  VICE  PRESIDENT  FOR  GOVERN- 
MENTAL AFFAIRS,  MICHIGAN  HOSPITAL  ASSOCIATION;  AND 
SYMOND  R.  V.  GOTTLIEB,  EXECUTIVE  DIRECTOR,  GREATER 
DETROIT  AREA  HOSPITAL  COUNCIL;  AND  THOMAS  E.  GREENE 
III,  HOSPITAL  FINANCING  STUDY  GROUP,  ACCOMPANIED  BY 
THOMAS  H.  QUINN,  GENERAL  COUNSEL 

Mr.  Shelton.  My  name  is  Jack  Shelton.  I  am  manager  of  the  Em- 
ployee Insurance  Department  of  Ford  Motor  Co.  I  am  also  chairman 
of  the  Michigan  Cost  Containment  Coalition.  With  me  is  Mr.  Leo 
Greenawalt,  vice  president  for  Governmental  Affairs  of  the  Michigan 
Hospital  Association. 

I  am  here  today,  at  the  request  of  the  subcommittee,  to  describe  a 
Michigan  Legislative  initiative  desifi^ned  to  reduce  excess  hospital  ca- 
pacity and  thereby  help  contain  health  care  costs. 

The  impact  of  health  care  costs  on  the  Ford  Motor  Co.  and  the 
Michigan  State  government,  which  led  to  the  development  of  this 
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initiative,  is  described  in  greater  detail  in  the  statement  I  filed  with 
the  committee. 

The  coalition  is  the  result  of  the  Michigan  legislators  concern  over 
medicaid  program  costs  and  a  desire  to  work  with  business  and  labor 
on  mutually  advantageous  cost  containment  legislative  initiatives. 

Represented  on  the  coalition  are  the  major  automobile  companies, 
the  Michigan  State  legislature,  Blue  Cross-Blue  Shield  of  Michigan, 
United  Automobile  Workers  and  the  executive  branch  of  the  Michi- 
gan State  government. 

Following  analysis  of  the  cost  problem,  the  coalition  concluded  that 
a  major  reason  for  rapidly  escalating  health  care  costs  in  Michigan 
was  the  existence  of  significant  excess  hospital  capacity.  The  State 
Office  of  Health  and  Medical  Affairs  estimates  that  Michigan  will 
have  almost  6,500  excess,  non-Federal  acute  care  hospital  beds  by 
1982.  This  represents  over  16  percent  of  the  total  State  bed  supply. 

Between  1968  and  1976,  the  average  hospital  occupancy  rate  in 
Michigan  declined  from  82  percent  to  75  percent  and  on  a  typical  day, 
one  bed  out  of  four  is  empty. 

Despite  enactment  of  certificate  of  need  legislation  in  1972,  data 
indicates  the  situation  is  not  improving.  The  acute  care  bed  to 
thousand  population  ratio  in  Michigan  has  remained  unchanged  at 
4.4  since  1968. 

Excess  hospital  beds  add  to  unnecessary  health  costs  in  two  ways. 
First,  they  contribute  to  over-utilization  of  services,  as  hospitals  and 
hospital-based  physicians  strive  to  fill  the  empty  beds. 

Second,  empty  beds  are  expensive  to  maintain. 

These  hospital  costs  are  unnecessary  and  result  in  reallocations  of 
resources  from  other  economic  sectors — ^education,  for  example,  and 
possibly  a  diversion  of  health  expenditures  from  areas  having  a  great- 
er impact  on  health  status. 

The  coalition  decided  that  its  initial  efforts  should  focus  on  the 
elimination  of  Michigan's  excess  hospital  capacity. 

To  address  the  problem  of  excess  hospital  capacity,  the  coalition, 
working  with  representatives  of  the  Michigan  Hospital  Association, 
drafted  House  bill  4491 — we  have  also  made  copies  of  that  bill  avail- 
able for  your  review. 

In  summary,  the  bill  provides  the  following.  The  statewide  health 
coordinating  council  approves  guidelines  and  criteria  for  identifying 
excess  hospital  bed  capacity  and  developing  and  approving  bed  reduc- 
tion plans.  Based  upon  these  guidelines  and  criteria,  a  listing  of  sub- 
areas  of  the  State  with  more  than  25  excess  hospital  beds  is  compiled. 
With  exceptions  under  certain  defined  instances,  a  moratorium  on 
new  certificates  of  need  is  imposed  in  the  overbedded  areas  only. 

Health  systems  agencies  responsible  for  over-bedded  areas  are  re- 
quired to  develop  a  5-year  hospital-specific  bed  reduction,  plan.  To 
assure  that  the  plans  developed  are  cost-effective,  the  HS A's  must  con- 
sider actions  to  reduce  capacity  in  the  following  order. 

First,  mergers  or  consolidations  of  two  or  more  institutions. 

Second,  closure  of  an  entire  hospital. 

Third,  consolidation  of  major  clinical  services  among  two  or  more 
hospitals. 

Fourth,  closure  of  nursing  units  within  a  hospital. 
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The  emphasis  of  the  bill  is  on  reducing  excess  capacity  through 
mergers  and  consolidations  of  hospitals.  Closure  can  be  considered 
only  after  all  reasonable  efforts  to  merge  are  fully  exhausted. 

Bed  reduction  plans  are  submitted  to  the  SHCC  for  approval.  Fol- 
lowing approval  of  bed  reduction  plans,  the  moratorium  on  new  cer- 
tificates is  lifted,  and  certificates  of  need  are  issued  consistent  with 
the  approved  plans. 

The  maximmn  period  of  the  moratorium  is  14  months. 

The  coalition  recognized  that  planned  reductions  in  hospital  ca- 
pacity faced  two  major  obstacles:  Displacement  of  employees  and 
coverage  of  hospital  capital  indebtedness.  These  issues  were  not  re- 
solved by  the  coalition  because  of  their  complexity  and  the  time 
constraint  on  the  development  of  the  bill. 

Therefore,  a  provision  was  added  to  require  the  Governor  to  ap- 
point a  blue  ribbon  task  force  to  fully  explore  and  make  recommenda- 
tions on  the  legal,  financial  and  unemployment  problems  associated 
with  a  reduction  in  hospital  capacity. 

Development  of  plans  and  resolutions  of  these  issues  will  be  done 
concurrently. 

The  bill  throughout  its  development  has  had  the  support  of  major 
interests  including  the  auto  companies,  the  UAW,  the  Michigan  Hos- 
pital Association,  the  Michigan  Osteopathic  Hospital  Association,  the 
Greater  Detroit  Hospital  Council,  Blue  Cross-Blue  Shield  of  Michi- 
gan, the  AFL-CIO,  the  Michigan  Insurance  Commissioner,  the  State 
Health  Planning  and  Development  Agency,  the  Michigan  Depart- 
ment of  Public  Health,  the  statewide  Health  Coordinating  Council, 
the  Michigan  Association  of  Health  Systems  Agencies  Executive 
Directors,  and  Governor  Milliken. 

There  are  several  reasons  explaining  the  wide  and  bipartisan  sup- 
port of  the  bill.  The  Michigan  Hospital  Association  provided  leader- 
ship for  its  membership  by  participating  in  its  development.  Without 
their  responsible  support,  I  am  sure  that  our  efforts  would  not  have 
been  successful. 

The  bill  emphasizes  a  gradual,  orderly  achievement  of  bed  targets 
in  subareas  significantly  over-bedded,  exempts  the  majority  of  rur?,l 
areas  since  they  have  less  than  25  excess  beds,  and  places  more  control 
and  authority  with  the  HS  A. 

Its  emphasis  is  on  voluntary  consolidation  of  hospital  capacity  and 
the  only  sanction  is  a  future  denial  of  certificates  of  need  to  hospitals 
not  in  compliance  with  the  approved  bed  reduction  plans. 

Mr.  Chairman,  the  coalition  was  encouraged  to  learn  that  your  sub- 
committee sponsored  an  amendment  to  the  President's  cost  contain- 
ment bill  which  provides  Federal  grants  for  payment  of  outstanding 
debt  of  closed  hospital  and  financial  incentives  for  reduction  of  hos- 
pital capacity. 

Eesolution  of  the  capital  indebtedness  issue  is  a  prerequisite  for  the 
development  of  stronger  bed-reduction  sanctions. 
[Testimony  resumes  on  p.  276.] 
[Mr.  Shelton's  prepared  statement  follows :] 
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STATEMEOT  OF  JACK  K.  SHELTON,  MANAGER,  EMPLOYEE  INSURANCE  DEPARTMENT,  FORD  MOTOR 
COMPANY,  ON  BEHALF  OF  FORD  MOTOR  COMPANY  AND  MICHIGAN  COST  CONTAINMENT  COALITION 
Mr.  Chairman,  my  name  is  Jack  Shelton.    I  am  manager  of  the  Employe 

Insurance  Department  of  Ford  Motor  Company.    In  this  position,  I  am  responsible  for 
the  purchase  and  financial  administration  of  the  Company's  employe  insurance  programs. 
I  am  appearing  here  today,  at  the  request  of  this  Subcommittee  to  discuss  the  inpact 
of  health  care  cost  escalation  on  Ford  Motor  Company  and  to  describe  a  Michigan  legis- 
lative initiative  designed  to  reduce  excess  hospital  capacity  and  thereby  help  contain 
health  care  costs. 

My  appearance  is  on  behalf  of  Ford  Motoi-  Company  and  the  Michigan  Cost 
Containment  Coalition.    The  latter  group  includes  representation  from  business,  labor, 
and  government  interests.    I  vdll  discuss  in  more  detail  its  membership  and  activities 
later  in  my  remarks. 

My  testimony  will  cover  five  principle  areas:     (1)  history  of  Ford's  health 
care  benefit  costs  and  their  impact  on  the  Company;   (2)  major  causes  of  the  health 
care  cost  spiral;  (3)  actions  the  Company  is  taking  and/or  supporting  that  may  help 
contain  health  care  costs;  {k)  development  of  the  Michigan  Cost  Containment  Coalition; 
and  (5)  proposed  Michigan  legislation  to  reduce  excess  hospital  capacity  drafted  and 
supported  by  the  Coalition. 

Health  Care  Benefit  Costs  and  Their  Impact 

As  one  of  the    nation's  largest  employers,  Ford  is  a  major  purchaser  of 
health  care  services  for  nearly  one  million  hourly  and  salaried  employes,  retirees, 
surviving  spouses,  and  their  dependents.    Ford  provides  one  of  the  most  complete 
benefit  programs  in  the  country.    Benefits  include  hospital  and  physician  services, 
prescription  drugs,  and  dental,  hearing,  and  vision  care.    Most  of  the  primary  health 
coverages  are  "first  dollar"  benefits;  however,  employes  share  in  the  cost  of  dental, 
hearing,  vision,  out-patient  psychiatric  care,  and  prescription  drugs. 

Since  I965,  health  care  costs  for  Ford  Motor  Company  have  doubled  every  five 
years,  and  this  trend  appears  to  be  continuing.    In  I963,  Ford's  health  care  bill 
totaled  $68  million  and  averaged  $350  per  active  employe.    For  1977,  our  costs  are 
estimated  to  be  about  $^50  million,  or  about  $2,000  per  active  en^iloye. 
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There  are  several  reasons  for  the  dramatic  cost  increases  which  Ford  has 
experienced  —  inflation,  higher  utilization,  new  benefits,  and  an  increased  number 
of  covered  individuals  —  but  over  two  thirds  of  the  increase  since  I965  was  due  to 
inflation  and  higher  utilization. 

These  cost  increases  must  be  recovered  either  through  higher  prices  or 
in^iroved  productivity.    Health  care  costs  represented  $22  per  vehicle  produced  in 
1965  and  in  1977  they  totaled  about  $120  per  vehicle  —  an  increase  of  nearly  $100 
per  unit  produced.    Diversion  of  funds  to  pay  for  such  health  care  cost  escalation 
reduces  the  Company's  limited  financial  resources  which  are  urgently  needed  for 
product  and  capacity  programs  —  both  government  mandated  and  those  necessary  to 
keep  us  competitive.     Increases  in  prices  can  represent  reduced  volume  potential  and, 
therefore,  reduced  job  potential  —  so  this  diversion  of  financial  resources  is  not 
without  risk  to  our  suppliers,  en^jloyes,  and  the  economy  in  general. 

Causes  of  Cost  Spiral 

The  causes  of  the  escalation  of  health  care  costs  are  varied  and,  in  large 

part,  rest  outside  the  control  of  Ford  Motor  Company.    We  believe  major  problems  are: 
.  One  —  lack  of  sufficient  incentives  to  contain  costs  -  The  health  care  system 
tends  to  absorb  all  the  dollars  that  are  made  available  to  it.     This  system  is 
characterized  by  consumers  and  providers  who  are  conscious  of  quality  but  in- 
sensitive to  costs;  and  facilities  which  are  encouraged  to  provide  the  most 
sophisticated,  specialized,  and  technological  services  available.  Fee-for-service 
and  cost  plus  reimbursement  policies  remove  financial  considerations  from  health 
care  decisions  and  there  exist  no  incentives  to  weigh  medical  benefits  against 
their  costs. 

.  Two  —  over-capacity  of  health  delivery  facilities  -  In  most  metropolitan  areas, 
there  exist  excess  hospital  capacity,  excessive  amounts  of  diagnostic  and 
laboratory  equipment,  and  a. surplus  of  hospital-based  specialty  physicians. 
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.  Three  —  resource  distribution  -  Distribution  of  both  facilities  and  manpower  is 
a  problem.    While  the  large  metropolitan  areas  have  excess  resources  —  man7 
smaller  communities  and  rural  areas  are  deficient  in  both  categories. 

.  Four  —  over  utilization  -  There  appears  to  be  a  substantial  amount  of  over- 
utilization  of  services  —  both  consumer  and  provider  induced.    There  is  evidence 
suggesting  that  too  much  surgery  is  being  practiced,  too  many  drugs  are  being 
dispensed,  people  are  being  hospitalized  when  out-patient  care  would  be  medically 
appropriate,  and  too  many  outmoded  procedures  are  being  used. 

.  Five  —  quality  of  care  -  It  is  an  unfortunate  fact,  but  there  are  facilities 
providing  services  at  volume  levels  which  are  inefficient  and  could  jeopardize 
quality  of  care. 

.  Six  -  poor  meinagement  -  The  management  skills  that  are  applied  to  the  delivery 
of  health  care  —  in  hospitals,  in  clinics,  and  in  private  offices  —  must  be 
upgraded  and  made  more  productivity-oriented,  and 
.  Seven  —  consumer  over  expectation  -  In  recent  years,  most  Americans  have  developed 
higher  and  more  unrealistic  expectations  of  what  the  health  care  system  can  or 
should  accomplish.    These  expectations  have  led  to  an  over-reliance  on  medical 
intervention  for  maintenance  of  health  rather  than  the  practice  of  a  healthy 
lifestyle.    We  believe  the  major  iniprovements  in  health  status  of  Americans  can 
be  achieved  best  and  most  economically  through  changes  in  lifestyle  and  behavior 
rather  than  from  increased  medical  care. 

We  recognize  that  each  of  these  areas  is  complex,  and  there  are  no  sinple, 
ready-made  solutions.    However,  because  of  the  seriousness  of  the  health  care  cost 
spiral,  we  believe  that  all  interests  —  business,  labor,  government,  providers,  and 
consumers  —  must  accept  some  responsibility  for  the  problem  and  for  the  design  and 
implementation  of  innovative  solutions. 
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Actions  the  Company  is  TaMng  or  Supporting 

Because  of  our  cost  experience.  Ford  Motor  Company  has  significantly 

increased  its  involvement  in  health  care  cost  containment  initiatives.    In  those  areas 

where  it  can  impact  the  problem  directly,  the  Con5)any  has  initiated  new  programs  and 

strategies.    These  include: 

.  Benefit  Design  -  Benefit  plans  are  being  reviewed  and,  where  possible,  designed 
to  provide  only  for  medically  appropriate  care  and  to  discourage  unnecessary 
utilization  and  expenditures.    Examples  include  the  introduction  of  co-payments 
for  new  benefits  and  outpatient  coverage  of  procedures  that  previously  only 
were  covered  in  hospitals. 
.  Preventive  Care  -  The  Company  has  established  pilot  programs  to  assist  employes 
in  identifying  and  managing  health  problems.    Programs  include  Cardiovascular 
Risk  Intervention,  Substance  Abuse  Counseling,  and  Hypertension  Screening. 
.  Delivery  Efficiency  and  Appropriateness  of  Care  -  The  Company  and  UAW  are  jointly 
working  with  ins\irance  carriers  and  providers  to  increase  the  delivery  system's 
cost  efficiency  and  to  improve  the  appropriativeness  of  the  care  being  provided. 
Joint  projects  agreed  to  in  our  1976  agreement  with  the  UAW  include  utilization 
review  programs,  second  opinion  elective  surgery,  and  model  treatment  screening. 
Ford  also  encourages  the  development  of  cost  effective  alternative  delivery 
programs,  including  HMO's.    Last  year  the  Company  commissioned  a  study  to  deter- 
mine the  feasibility  of  a  new  community-based  HMO  in  Detroit.    This  report  is 
being  analyzed,  by  Ford  and  other  business  and  provider  interests,  to  determine 
if  a  new  program  can  be  launched. 

In  addition  to  these  areas,  the  Company  is  involved  in  the  following  community  efforts: 
.  Health  Planning  Agencies  -  Ford  is  represented  on  the  local  health  systems  agency 
for  Southeastern  Michigan  and  active  on  the  Michigan  Statewide  Health  Coordinating 
Council.    We  believe  that  involvement  in  state  and  local  planning 
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agencies  is  one  of  the  most  productive  ways  for  business  to  deal  with  health 
care  cost  problems.    These  agencies  hold  the  key  to  cost-effective  community 
management  of  the  health  care  system. 
.  Hospital  Trustees  and  Insurance  Carrier  Boards  -  The  Company  encourages  its 
management  to  become  involved  as  hospiteil  trustees,  and  Ford  management  also 
are  active  on  several  Blue  Cross-Blue  Shield  and  other  carrier  boards.  Member- 
ships on  these  boards  provide  opportunities  to  exercise  leadership  in  developing 
productive  cost  containment  initiatives  benefiting  the  whole  community. 

In  addition  to  these  key  areas,  Company  representatives  are  active  on 
several  state  and  national  advisory  groups.    We  are  heavily  involved  with  the  Michigan 
Cost  Containment  Coalition  responsible  for  developing  joint  private-public  sector 
programs  to  deal  with  Michigan's  health  care  cost  problems.    This  Coalition  has 
drafted  legislation  in  Michigan  which  is  designed  to  address  a  priority  cost  contain- 
ment problem  —  excess  hospital  capacity.    I  now  will  describe  the  development  of 
this  Coalition  and  the  legislation  it  has  drafted. 
Development  of  the  Michigan  Cost  Containment  Coalition 

You  are  familiar  with  national  statistics  documenting  the  health  care  cost 
problem;  and  earlier  in  my  presentation  I  reviewed  the  impact  of  escalating  costs  on 
Ford  Motor  Company.    The  Coalition  is  the  result  of  the  Michigan  Legislature's  concern 
over  Medicaid  program  costs  and  a  desire  to  work  with  business  and  labor  on  mutually 
advantageous  containment  initiatives. 

Over  the  last  eight  years,  the  Michigan  Medicaid  Program  has  been  confronted 
with  higher  costs  for  health  services,  an  expansion  in  benefits,  and  until  last  year, 
an  increase  in  the  number  of  Medicaid  eligibles.    As  a  resxxlt,  while  national 
expenditures  between  1970  and  1976  increased  by  100%,  Michigan  Medicaid  expenditures 
increased  by  225$  —  from  $212  million  to  $690  million.    The  cost  of  the  program  for 
fiscal  year  1978  is  projected  to  be  $795  million.    These  increases,  especially  during 
the  197*+  and  1975  recession  years,  imposed  serious  fiscal  problems  on  state 
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government.    During  this  period,  one  out  of  every  four  new  state  budget  dollars  was 
appropriated  for  the  Medicaid  program. 

State  legislators,  through  their  efforts  to  deal  with  the  cost  escalation  — 
including  curtailing  of  benefits  and  strict  utilization  review  —  learned  that 
focusing  on  cost  containment  only  within  the  Medicaid  program  is  not  effective.  Modifi- 
cations in  the  Medicaid  program  alone  ~  although  they  might  reduce  costs  to  the  state 
government  —  do  not  address  the  root  causes  of  the  health  care  cost  problem.  Often 
such  efforts  tend  to  shift  costs  to  others  and  penalize  both  efficient  and  inefficient 
providers.    Therefore,  representatives  of  the  legislative  and  executive  branches  of 
Michigan  government  concerned  about  the  Medicaid  budget  felt  it  imperative  to  attack  ~ 
the  causes  of  the  increases  in  the  total  health  system  costs. 

Early  in  1971,  these  representatives  of  state  government  began  meeting  with 
auto  industry  and  labor  representatives.    This  group  shared  similar  concerns  and 
there  was  a  strong  feeling  that,  working  together,  common  strategies  for  medical  care 
cost  containment  could  be  identified.    The  result  of  those  initial  meetings  was  the 
formation  of  a  Cost  Containment  Coalition  composed  of  representatives  of  the  major 
automobile  producers,  the  Legislature,  Michigan  Blue  Cross-Blue  Shield,  United  Auto 
Workers,  and  the  Executive  branch  of  Michigan's  state  government.    I  am  the  chairman 
of  this  Coalition. 

Priority  was  given  by  the    Coalition  to  identifying  health  system  problem 
areas  contributing  significantly  to  unnecessary  costs  in  Michigan  which  could  be 
addressed  realistically  in  a  timely  fashion  at  the  state  level.    Following  analysis, 
it  was  unanimously  decided  to  concentrate  on  hospital  costs  —  the  most  rapidly 
rising  component  of  health  expenditures.    Between  I96O  and  1976,  U.S.  hospital  expen- 
ditures increased  from  33/^  to  almost  h(y%  of  total  health  care  expenditures. 
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The  Coalition  concluded  that  one  of  the  reasons  for  rapidly  increasing 
hospital  costs  in  Michigan  was  the  existence  of  significant  excess  hospital  capacity. 
The  state  Office  of  Health  and  Medical  Affairs  estimates  Michigan  will  have  almost 
6,500  excess  non-federal  acute-care  hospital  beds  by  I982  —  this  represents  over  16%  of 
the  total  bed  supply.    Evidence  of  the  excess  is  reflected  in  state  hospitauL  occupancy 
rates  which  declined  from  82%  in  I968  to  75%  in  1976.    This  compares  with  an  accepted 
standard  of  83%  and  means  that  on  the  average  day  one  bed  out  of  every  four  is  empty 
in  Michigan.    Despite  the  enactment  of  certificate  of  need  legislation  in  1972,  data 
indicates  the  situation  is  not  improving.    The  acute  care  bed  ratio  per  thousand 
population  in  Michigan  has  remained  xmchanged  at  k.k  since  I968. 

Excess  hospital  beds  add  to  unnecessary  costs  in  two  ways.    First,  they 
contribute  to  overutilization  of  services  as  hospitals  and  hospital-based  physicians 
strive  to  fill  the  empty  beds.    Second,  empty  beds  are  expensive  to  maintain.    It  is 
estimated  that  the  cost  to  operate  an  empty  bed  is  from  50?  to  70%  of  the  cost  of  a 
full  bed.    These  hospital  costs  are  unnecessary  and  result  in  a  reallocation  of 
resources  from  other  economic  sectors  —  education  for  example  —  and  possibly  a 
diversion  of  health  expenditures  from  areas  having  a  greater  impact  on  health  status. 
Although  there  is  disagreement  on  the  exact  cost  of  Michigan's  excess  hospital 
capacity,  there  is  a  concensus  among  all  major  interests  in  Michigan  that  significant 
savings  can  be  realized  if  hospital  capacity  is  reduced  to  appropriate  levels  in  a 
cost  effective  manner.    The  Coalition  decided  that  its  initial 'effort  should  focus  on 
the  elimination  of  Michigan's  excess  hospital  capacity. 

It  should  be  emphasized  that  the  issue  of  excess  capacity,  while  extremely 
important,  is  not  the  only  problem  being  addressed  in  Michigan.    As  indicated  esirlier 
in  my  testimony,  Ford,  and  other  members  of  the  Coalition,  are  involved  in  a  broad 
spectrum  of  cost  containment  activities.    The  work  of  the  Coalition  to  address  excess 
capacity  is  designed  to  complement  these  initiatives.  For  example,  Michigan  Blue  Cross-Blue 
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Shield  has  bad  a  concorrei 

and  OE  Jamarr  1  of  this  year  imleaentec  a  nev  hospital  prospective 
program  and  £  nev  i-cen"U.Te  reirbj.rsarez"  prcgraz.  fcr  pcTsiciars. 


To  address  the  problez  of  excess  ho^ital  craacitj,  the  Coalition, 

Lres  of  the  YlzzLgsz:  Hospital  Association,  drafted  House  Bill  kkSl  — 
a-E-dnen-:  tc  ^he  £-£-e  ZerzLfizs-ze  cf  .Vesd  Lav.  In  r^nnarv,  this  bill  req-^res  t 
deTelcpnent  cf  hcspit^-specifi;  bed  reduction  plans  fcr  s-j.ch  areas  cf  the  state 
sirnif i :£ntl7  rvrrbeddei.  Tne  plans  «iZ_l  prcvide  fcr  the  ad;"usts.enc  of 
tc  tna  £._ttr:tri  =  te  level  vithin  five  jears.  Jcllc-.ing  apprcral  of  thes 
cates  cf  need  viZ^  be  issued  c-cnsistent  vith  the  bed  reducticn  plans. 

The  Bill  is  attached  tc  this  testincnv  fcr  vcur  infcmaticn  and  the  fcl 
su~arizes  iev  prcrisicns: 

.  7ne  State-.ide  Health  Cccriinatin^  Zc-^cil    S'£ZZ    apprcves  g-j.idelines  and  cri" 
fcr  identifvin^  excess  hcspital  bed  capacitv  and  develcping  and  apprcving  b< 


with 


:n  these  tuidelines 
in  2;  excess  hcspital 


Vith  excepticns  cnlj  under 
energencies  ,  a  ncratcri-u: 


and  criteria,  a 


^  cf  sub-areas  cf  the  state  with 
the  :'^chigan  lepartnent  cf 


■ealth  Svst-ens  Agencies  responsible  fcr  cTerbedded  areas  are  rec-^red  to  develop 
five-vear  hospital-specific  bed  reduction  plans.    lo  assure  that  the  plans 
developed  are  cost  effective,  H-J^'s  — -st  consider  actions  to  reduce  capacitv  in 
the  folloving  order:     1    nergers  or  consolidation  cf  tvo  or  ncre  instifuticns; 
{2]  olos-ure  cf  entire  hospitals,   ,3!  consoZ_idation  cf  najcr  clinical  services 
azcng  t-.-o  or  ncre  hospitals,  and         clcs-ure  of  nursing  -units  .■ithin  a  hospital. 
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The  emphasis  of  the  bill  is  on  reducing  excess  capacity  through  mergers  and 
consolidation  of  hospitals.    Closure  can  be  considered  only  after  all  reasonable 
efforts  to  merge  are  fully  exhausted. 
.  Bed  reduction  plans  are  to  be  submitted  to  the  SHCC  for  approval.    If  a  bed  reduc- 
tion plan  for  an  overbedded  area  is  not  developed  by  the  HSA  or  SHCC,  a  plan  must 
be  developed  by  the  Michigan  Department  of  Public  Health.    Following  approval  of 
bed  reduction  plans,  the  moratorium  on  new  certificates  is  lifted  and  certifi- 
cates of  need  are  issued  consistent  with  the  approved  plans.    The  maxin"iTn  period 
of  the  moratorium  is  fourteen  months;  in  most  areas  it  will  be  lifted  in  eleven 
months,  if  not  sooner. 

The  Coalition  recognized  that  planned  reductions  in  hospital  capacity  face 
two  major  obstacles  —  displacement  of  employes  and  coverage  of  hospital  capital 
indebtedness.    These  issues  were  not  resolved  by  the  Coalition  because  of  their 
complexity  and  the  time  constraints  on  the  development  of  the  bill.    Therefore,  a 
provision  was  added  to  require  the  Governor  to  appoint  a  Blue  Ribbon  Task  Force  to 
fully  explore  and  make  recommendations  on  the  legal,  financial,  and  employment  prob- 
lems associated  with  a  reduction  in  hospital  capacity.    Although  recognizing  the 
seriousness  of  these  obstacles,  the  Coalition  unanimously  agreed  that  postponement  of 
the  development  of  bed  reduction  plans  until  these  issues  are  resolved  is  inadvisable 
because  of  the  long  lead  time  required  by  the  HSA's  for  plan  development.  Development 
of  plans  and  resolution  of  these  issues  will  be  done  concurrently. 

The  bill  was  submitted  in  the  Michigan  House  of  Representatives  and  referred 
to  the  Appropriations  and  Public  Health  Committees.    Both  committees  reported  it  out 
to  the  floor  with  a  recommendation  for  passage  and  it  is  anticipated  that  the  full 
Michigan  House  will  act  on  the  bill  in  the  near  future.    Following  passage  in  the 
House,  the  bill  will  be  introduced  in  the  Michigan  Senate  and  hopefully  will  be 
enacted  in  the  spring  of  this  year. 
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The  bill,  throughout  its  development,  has  had  the  support  of  major 
interests  including  .Ford  Motor  Company,  General  Motors,  Chrysler  Corporation,  United 
Auto  Workers,  Michigan  Hospital  Association,  Michigan  Osteopathic  Hospital  Association, 
Blue  Cross  and  Blue  Shield  of  Michigan,  AFL-CIO,  Michigan  Insurance  Commissioner, 
State  Health  Planning  and  Development  Agency,  Michigan  Department  of  Public  Health, 
Michigan  Statewide  Health  Coordinating  Council,  and  the  Michigan  Association  of  HSA 
Executive  Directors.    Governor  Milliken,  in  this  year's  State  of  the  State  Message, 
addressed  the  problem  of  excess  capacity.    He  said  in  part,  "...decreasing  the  number 
of  hospital  beds  would  have  a  significant  impact  on  the  cost  of  health  care  in  the 
state  ...  I  have  endorsed  (H.B.  kk91) .    The  bill  will  allow  for  an  orderly  reduction 
in  the  number  of  excess  beds  over  five  years  . . .  I  support  early  passage  of  this  much 
needed  legislation  ..." 

There  are  several  reasons  which  explain  the  wide  and  bipartisan  support  of 
this  legislative  initiative.    I  would  like  to  review  them  since  they  may  have  implica- 
tions for  national  policy. 

1.  The  Michigan  Hospital  Association,  rather  than  responding  defensively  to  the 

issue,  provided  leadership  for  its  membership  by  participating  in  the  develop- 
ment of  the  bill.    Without  their  responsible  support,  I'm  sure  our  efforts 
would  not  have  been  successful. 

2.  The  extent  of  hospital  overbedding  in  Michigan  is  well  documented  and  it  is 

acknowledged  that  excess  hospital  capacity  is  expensive.    This  bill  establishes 
the  best  planning  process  for  addressing  the  problem. 

3.  The  plans  developed  under  the  bill  require  a  gradual,  orderly  achievement  of  bed  • 

targets  over  a  five-year  period.    The  approach  is  evolutionary  and  not 
revolutionary. 

h.  The  bill  does  not  specify  the  closure  of  any  hospital  or  unit.    Rather,  it 

establishes  a  reasonable  mechanism  for  local  communities  to  develop  plans  for 
eliminating  excess  hospital  capacity. 
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5.  Sub-areas  of  the  state  with  less  than  25  excess  beds  are  not  subject  to  the 

legislation.    This  provision  effectively  exempts  the  majority  of  the  rural  areas 
of  the  state  while  maintaining  emphasis  on  those  areas  where  significant  excess 
capacity  exists. 

6.  The  bill  does  not  provide  for  the  delicensing  or  decertification  of  any  hospital. 

Its  emphasis  is  on  the  voluntary  consolidation  of  hospital  services  and  bed 
capacity.    The  only  sanction  in  the  bill  is  the  future  denial  of  certificates 
of  need  to  hospitals  out  of  compliance  with  approved  bed  reduction  plans. 

7.  The  bill  places  more  control  and  authority  at  the  regional  planning  level  than  - 

existing  policies. 

8.  Implementation  of  the  bill  vdll  strengthen  the  hospital  system.  Alternative 

approaches  often  penalize  all  institutions  —  including  those  delivering  high 
quality  and  efficient  care. 

9.  A  rational  distribution  of  facilities  may  promote  a  rational  distribution  of 

manpower.    Suiplus  facilities  in  urban  areas  complement  manpower  maldistribution. 
10.  The  bill  is  seen  as  an  alternative  to  additional,  often  inflexible,  Federal 
controls. 

The  Coalition  was  encouraged  to  learn  that  this  subcommittee  sponsored  an 
amendment  to  the  President's  cost  containment  bill  which  provides  federal  grants  for 
payment  of  outstanding  debt  of  closed  hospitals  and  financial  incentives  for  the 
reduction  of  hospital  capacity.  Resolution  of  the  capital  indebtedness  issue  is 
a  prerequisite  to  the  development  of  stronger  bed  reduction  sanctions  such  as 
decertification  or  delicensing.    If,  in  your  judgment,  it  becomes  necessary  to 
mandate  stronger  Federal  control  programs,  the  Coalition  would  urge  the  inclusion 
of  exemptions  for  states  vrtiich  can  demonstrate  their  ability  to  contain  costs, 
lou  have  the  difficult  and  necessary  tasks  of  balancing  stronger  federal  incentives 
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and  controls  against  the  risk  of  destroying  local  and  state  initiatives.    I  would 
caution  you  to  proceed  carefully  because  I  do  not  believe  that  the  long-term 
solution  to  the  cost  problem  can  be  mandated  from  Washington.    We  need  to  foster 
increased    state  and  local  awareness  of  the  problems  and  motivate  states  to  develop 
aggressive  initiatives  that  are  responsive  to  local  problems  and  interests. 
Conclusion 

In  conclusion,  Ford  Motor  Company  has  been  adversely  affected  by  health 
care  cost  escalation  and  has  allocated  additional  resources  to  work  with  appropriate 
parties  toward  reasonable  solutions.    The  Michigan  Cost  Containment  Coalition,  which 
I  believe  is  a  unique  group  effort,  demonstrates  the  extent  of  private  industry, 
labor,  and  state  government  concern  with  health  care  costs  and  the  problem  of  excess 
hospital  capacity.    It  represents  an  example  of  how  public  and  private  interests 
can  work  together  to  design  effective  solutions  to  health  care  problems.    I  would 
hope  that  any  Federal  legislation  that  may  be  adopted  in  this  area  would  complement 
and  support  such  actions  rather  than  displace  them. 
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Mr.  Rogers.  Thank  you,  Mr.  Shelton,  for  your  statement.  The  ideas 
that  you  are  develoiping  in  Michigan  will  be  helpful  to  the  committee 
in  its  consideration  of  this  problem,  and  I  want  to  commend  the  Hos- 
pital Association,  as  well,  of  your  state  for  asserting  leadership  along 
with  all  of  you  in  the  coalition. 

Mr.  Gottlieb? 

STATEMENT  OP  SYMOND  R.  V.  GOTTLIEB 

Mr.  Gottlieb.  Thank  you,  Mr.  Chairman.  My  name  is  Symond 
Gottlieb.  I  am  the  executive  director  of  Greater  Detroit  Area  Hos- 
pital Council.  We  furnished  a  written  statement  and  I  will  just  try 
to  summarize  it  briefly,  but  even  the  written  statement,  I  should  note, 
is  based  on  a  very  large  study  and  report  that  the  Hospital  Council 
finished  recently,  with  the  title,  "Excess  Hospital  Capacity,  a  Strate- 
gy for  Reduction." 

In  that  study,  we  attempted  to  look  at  a  great  many  of  the  factors 
that  had  to  be  faced  from  a  practical  standpoint  if  we  were  going  to 
do  something  about  reducing  excess  capacity,  current  excess  capacity, 
within  a  reasonable  timeframe. 

I  cannot,  obviously,  go  into  the  details  of  that  163  page  report. 
Your  staff  has  copies  of  it,  and  other  copies  would  be  available  on 
request, 

I  would  like  to  hit  a  few  of  the  highlights,  however.  We  did  a  sur- 
vey, of  course,  of  the  current  capital  debt  of  hospitals  and  the  capital 
structure  of  hospitals.  We  interviewed,  in  some  depth,  representatives 
of  financial  institutions  and  bond  counsel  and  other  kinds  of  people 
with  knowledge  of  that  kind  of  subject  matter. 

We  interviewed  corporation  lawyers  and  constitutional  lawyers  and 
a  lot  of  other  people  wha  are  heavily  involved  in  this  and  we  drew 
on  our  own  experience  over  the  past  21  years  of  being  involved  in 
areawide  planning,  an  experience  which  includes,  among  other  things, 
the  direct  or  indirect  involvement  in  closing  48  hospitals  in  south- 
eastern Michigan  since  1961. 

In  looking  at  all  of  that  information,  we  classified  the  problems 
and  identified  what  they  are  and  tried  to  come  up  with  a  strategy  for 
how  you  deal  with  them. 

In  looking  at  the  problems,  we  looked  at  the  problems  of  what  you 
might  call  the  sociopolitical  problems  first.  The  fact  is  that  hospitals 
are  supported  by  their  communities  for  a  lot  of  reasons.  The  people 
have  identification  with  their  hospitals.  There  are  also  economic  rea- 
sons for  supporting  them. 

For  example  ,if  we  would  be  able  to  close  all  of  the  excess  beds  in 
southeastern  Michigan,  we  would  lose  about  11,000  jobs,  and  that  is  a 
political  factor  as  well  as  an  economic  factor  that  you  cannot  overlook. 

We  looked  at  a  great  many  of  the  professional  kinds  of  considera- 
tions, the  legitimate  professional  concerns,  for  example  the  role  of  a 
hospital  board  as  trustees  of  the  assets  of  the  hospital.  Hospitals,  after 
all,  have  most  of  the  characteristics  of  private  corporations,  even 
though  they  may  be  nonprofit  corporations  or  instrumentalities  of 
government.  We  looked  at  their  legitimate  concerns  in  arriving  at 
decisions  to  reduce  capacity. 
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We  looked  at  the  problems,  the  legitimate  problems,  that  physicians 
have  in  terms  of  their  staff  appointments,  their  referral  patterns  and 
other  factors  that  bear  on  their  ability  to  practice  medicine  and  raised 
some  questions  about  that. 

We  looked  at  a  great  many  of  the  legal  issues  that  surround  the 
problem  of  reducing  capacity.  They  start,  of  course,  with  the  idea  that 
these  are,  in  fact,  private  corporations  that  we  are  dealing  with  and 
they  have  certain  rights  under  the  law.  We  have  questioned  whether 
the  Congress,  or  any  other  governmental  unit,  had  the  constitutional 
authority  to  take  away  what  is  basically  a  property  right. 

We  questioned  whether  you  can  do  it  directly,  through  certificate  of 
need  or  decertification  process,  or  whether  you  can  do  it  indirectly 
through  the  reimbursement  process.  At  least  those  questions  have  to 
be  considered. 

And  we  looked  at  a  great  many  of  the  financial  considerations  that 
would  have  to  be  taken  into  account  in  order  to  either  justify  constitu- 
tionally government  action  or,  more  importantly,  to  stimulate  action 
by  the  private  sector  by  appropriate  pressure  and  support  from  both 
government  and  the  reimbursement  system. 

And  we  identified  not  only  longterm  capital  debt,  we  identified  the 
problems  of  current  equity  and  current  fixed  assets,  the  problem  of 
satisfying  current  liabilities,  the  problem  of  the  contingent  liabilities 
faced  by  the  operating  institutions,  the  problems  of  the  rights  of 
employees  and  contractors  and  a  host  of  other  financial  problems  re- 
lated to  the  process  of  corporate  merger  or  closure  or  making  alternate 
uses  of  facilities. 

Most  importantly,  we  looked  at  what  we  wanted  to  come  out  with 
after  we  finished  this  process  successfully  of  capacity  reduction,  what 
were  the  kinds  of  health  systems,  in  terms  of  not  only  cost  contain- 
ment but  quality  and  accessibility  and  management,  did  we  want  to 
end  up  with  when  we  finished  ? 

Out  of  that  came  the  idea  of  a  policy  framework  that  had  to  be 
included  in  any  legislative  approach,  or  planning  approach ;  a  series 
of  priorities  which  have,  as  Jack  has  noted,  been  incorporated  into  the 
proposed  Michigan  law;  and  a  series  of  methods  by  which,  either 
through  grants  or  the  establishment  of  special  funds  or  through  some 
changes  in  the  reimbursement  system  might  handle  some  of  these 
problems,  the  financial  considerations. 

Based  on  all  of  this,  we  would  like  to  make  some  suggestions  about 
how  the  problem  might  be  handled  if  legislation  were  to  be  passed. 

First,  we  think  that  the  policy  framework  should  be  built  into  the 
legislation.  It  could  probably  be  a  modification  of  the  statements  of 
the  second,  fifth,  and  seventh  priorities  currently  listed  in  Public  Law 
93-641,  having  to  do  with  multiinstitutional  arrangements  and  the 
comprehensive  service  programs  of  single  organizations  and  shared 
service  programs. 

Second,  we  think  that  the  priorities  for  action  should  be  built  into 
the  legislation,  that  it  should  specify,  as  has  this  proposed  Michigan 
legislation,  corporate  consolidation  first,  closure  of  hospitals  second, 
and  so  forth. 

Third,  we  believe  that  sanctions  in  the  form  of  decertification  of 
need  or  reimbursement  penalties  are  unlikely  to  be  effective.  Serious 
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constitutional  questions  are  raised  by  any  attempt  to  take  property  or 
interfere  with  contracts  for  economic  reasons  through  government 
action. 

Even  if  the  legal  issues  could  be  adequately  resolved,  in  practice 
the  political  process  severely  limits  the  ability  of  bureaucrats  to  take 
such  action.  If  adequately  defined  and  rationally  applied,  the  current 
appropriateness  review  mechanism  is  likely  to  be  at  least  as  effective 
as  any  governmental  sanctions  that  can  be  devised,  especially  if  sup- 
ported by  a  program  to  resolve  financial  considerations. 

Implementation  of  the  appropriateness  review  mechanism  must  be 
accompanied  by  an  extensive,  continuous  commimity  and  professional 
relations  program  designed  to  bring  about  public  support  for  capacity 
reduction,  or  at  least  to  reduce  political  opposition. 

Fourth,  sufficient  f  imds  must  be  made  available  to  stimulate  volun- 
tary action  to  reduce  capacity  or  to  reduce  the  likelihood  of  successful 
constitutional  challenges  to  government  action.  Funds  required  will 
vary  with  each  situation  and  with  the  approach  developed  to  reduce 
capacity.  Such  funds  may  be  necessary  to  satisfy  current,  long-term 
debt  to  purchase  equity  or  fixed  assets,  to  satisfy  current  liabilities,  to 
satisfy  employees  rights,  especially  unemployment  compensation  and 
accrued  and  unfunded  benefits,  and  contractors  rights,  and  to  cover 
contingent  liabilities,  and  to  cover  expenses  for  the  consummation  of 
mergers  and  the  costs  of  developing  alternate  uses  of  facilities. 

Surviving  hospital  corporations  after  mergers,  or  partial  closures, 
must  also  have  some  assurance  of  maintaining  adequate  working  capi- 
tal and  cash  flow  for  a  transitional  period  after  capacity  is  reduced. 
Such  funds  can  be  furnished  through  grants  or  loans  or  flexible  appli- 
cations of  reimbursement  systems  and  through  special  relief  from 
ceilings  or  payment  limitations. 

Fifth,  in  developing  plans  designed  to  identify  the  amount  and 
location  of  excess  capacity  and  the  priorities  for  action,  it  is  unwise  to 
require  the  health  systems  agency  or  the  State  agency  to  provide  insti- 
tution-specific designation  of  corporate  consolidations  or  closures. 
Unless  there  is  very  strong  public,  professional,  and  political  support 
for  capacity  reduction,  such  designations  are  likely  to  be  so  politically 
volatile  that  they  can  destroy  the  agency. 

Perhaps  even  more  importantly,  to  the  extent  that  an  effective  pro- 
gram requires  voluntary  action,  opportunities  must  be  provided  for 
negotiation  and  trade-off  which  would  be  lost  by  institution-specific 
designation.  Plans  developed  by  such  agencies  can  clearly  and  effec- 
tively indicate  the  direction  of  the  capacity  reduction  program  with- 
out impeding  voluntary  action. 
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For  example,  a  proposal  to  reduce  only  medicare  and  medicaid  re- 
imbursement as  a  sanction  might  discriminate  against  inner-city  hos- 
pitals with  large  volumes  of  indigent  and  elderly  patients  and 
actually  force  closure  of  the  wrong  hospitals. 

I  would  be  happy  to  answer  any  questions. 

[Testimony  resumes  on  p.  302.] 

[Mr.  Gottlieb's  prepared  statement  and  attachment  follows :] 

Sixth,  all  major  purchasers  and  third-party  financing  agencies, 
private  and  public,  have  a  large,  financial  stake  in  the  outcome  of  the 
capacity  reduction  program.  Their  participation  in,  and  financial 
support  of,  the  program  in  an  equitable  manner  should  be  stimulated 
and  encouraged.  If  financial  sanctions  are  imposed,  assuming  it  is 
desirable  and  could  be  done  legally,  care  should  be  taken  to  insure 
that  they  support  the  policy  framework  in  the  priority  system  and 
that  they  can  be  equitably  applied. 


TESTIMONY  BEFORE  THE 
SUBCOMMITTEE  ON  HEALTH  AND  THE 

ENVIRONMENT,  HOUSE  INTERSTATE 
AND  FOREIGN  COMMERCE  COMMITTEE 

January  31,  1978 

By  Symond  R.  V.  Gottlieb,  Executive  Director 
Greater   Detroit  Area  Hospital  Council,  Inc. 

My  name  is  Symond  R.  V.'  Gottlieb.    I  am  the  Executive 
Director  of  the  Greater  Detroit  Area  Hospital  Council,  a  community 
service  organization,  serving  the  4,800,  000  people  in  the  seven  counties 
of  southeastern  Michigan.    In  terms  of  continuous  service,  our  organi- 
zation is  the  oldest  areawide  health  planning  agency  in  the  United  States. 
Our  goal  for  the  past  twenty-one  years  has  been  to  improve  the  manage- 
ment of  community  health  resources  for  the  benefit  of  all  of  the  people 
of  southeastern  Michigan. 

My  purpose  today  is  to  discuss  the  problem  of  current 
excess  hospital  capacity  and  what  might  be  done  about  it.    Our  organi- 
zation is  concerned  about  many  aspects  of  P.  L.  93-641  and  its  adminis- 
tration and  about  all  aspects  of  H,  R.  6575  (especially  Title  II  and  Title 
III);  but  I  believe  I  can  be  most  helpful  today  if  I  concentrate  upon  the 
capacity  reduction  issues. 

We  recently  completed  a  major  paper  on  the  subject, 
"Reduction  of  Excess  Hospital  Capacity:  A  Suggested  Strategy  for  Action". 
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Including  appendices  it  is  163  pages  in  length.  Copies  were  distributed 
last  month  to  your  staff,  and  additional  copies  are  available  on  request. 
Obviously,  I  am  not  going  to  read  the  entire  paper  --  but  I  would  like  to 
summarize  some  of  its  more  important  features  for  you  this  afternoon. 

In  February,  1977,  the  Greater  Detroit  Area  Hospital 
Council  agreed  to  conduct  a  survey  of  current  long-term  capital  debt  in 
southeastern  Michigan  hospitals  for  the  Michigan  Office  of  Health  and 
Medical  Affairs  and  to  suggest  methods  of  satisfying  such  debt  if  a  pro- 
gram to  reduce  excess  hospital  capacity  were  undertaken  by  the  state. 
With  excellent  cooperation  from  almost  all  of  the  hospitals  in  the  seven- 
county  area,  the  survey  was  quickly  completed.    Intensive  and  exten- 
sive interviews  were  carried  out  with  representatives  of  major  finan- 
cial institutions  in  Michigan  and  New  York,  with  attorneys  specializing 
in  capital  financing  issues,  and  with  state  officials  concerned  about  the 
capital  financing  of  hospitals.    These  interviews  enhances  our  under- 
standing of  the  complexities  of  capital  financing,  potential  legal  bar- 
riers to  action,  and  possible  methods  which  might  be  used  to  achieve 
the  objective  legally  and  in  a  manner  which  maintained  good  faith  with 
the  financial  communityo 

It  soon  became  apparent  that  a  great  many  other  issues 
were  clearly  interrelated  with  the  questions  concerning  satisfaction  of 
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capital  debt.    As  the  general  problem  of  excess  hospital  capacity  came 
into  sharper  public  focus  in  Michigan  and  throughout  the  nation,  a  great 
many  interested  people  began  to  suggest  relatively  simple  solutions  to  the 
complex  problem  of  excess  capacity.    During  discussions  with  many  such 
people  who  had  come  to  believe  that  huge  cost  savings  could  be  achieved 
if  capacity  were  reduced,   it  became  apparent  that  few  of  them  had 
thought  through  the  problems  which  would  have  to  be  resolved.  Ac- 
cordingly, we  decided  to  broaden  our  exploration  of  the  issues  and  to 
prepare  a  paper  which  attempted  to  set  forth  a  complete  strategy  for 
action.    Additional  interviews  were  conducted  with  attorneys  skilled  in 
constitutional  and  corporate  law  and  with  others  who  have  broad  know- 
ledge of  several  aspects  of  the  problem.    We  also  dj-ew  heavily  upon 
the  twenty-one  years  of  experience  in  areawide  health  facilities  plan- 
ning by  the  Greater  Detroit  Area  Hospital  Council  --  a  period  during 
which  GDAHC  participated  directly  or  indirectly  in  bringing  about  the 
closure  of  about  forty-eight  hospitals  with  almost  3,  600  beds  either 
unilaterally,  through  corporate  consolidation,  or  through  relocation  and 
replacement  --  and  upon  the  extensive  experience  of  our  entire  staff. 

The  final  paper  was  approved  by  our  governing  body  on  November  10, 
1978,  and  is  currently  being  published. 
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Summary 

A  carefully  planned  and  vigorously  implemented  program 
to  reduce  excess  hospital  capacity  would  clearly  make  an  important 
contribution  to  health  care  cost  containment  and  to  improved  cost- 
effectiveness  of  the  health  care  system.    Such  a  program  must  be  de- 
veloped within  the  context  of  a  sound  policy  framework  which  includes 
consideration  of  the  size  of  the  reduction  in  excess  hospital  capacity  to 
be  achieved,  the  methods  of  achieving  that  objective,  the  characteristics 
and  contours  of  the  health  and  hospital  system  to  be  in  place  after  the 
capacity  reduction  program  is  successfully  completed,  and  a  strategy 
for  action  by  the  public  and  private  sectors  at  the  local,  state,  and 
national  levels. 

Attainment  of  the  cost  containment  objective  without 
equivalent  concern  for  other  health  systems  objectives  revolving 
around  quality,  accessibility,  organization,  management,  and  compre- 
hensiveness of  health  services  is  likely  to  prove  to  be  self-defeating  in 
the  long  run.    For  this  reason,  a  methodology  for  capacity  reduction 
which  gives  priority  to  corporate  consolidations  and  unilateral  closures 
of  entire  hospitals  is  not  only  likely  to  result  in  the  greatest  cost 
savings  but  is  also  most  likely  to  achieve  the  other  objectives,  especially 
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if  the  characteristics  of  the  future  health  and  hospital  system  have  been 
carefully  developed  as  part  of  the  policy  framework. 

The  purposes  of  this  paper  have  been  to  identify  some  of 
the  obstacles  which  must  be  overcome  if  excess  capacity  is  to  be  reduced 
within  a  reasonable  time  frame,  to  offer  some  concrete  suggestions  on 
methods  of  overcoming  the  principal  obstacles,  and  to  suggest  a  strategy 
and  rationale  for  action.    The  elements  of  the  suggested  strategy  include: 
adoption  of  an  acceptable  policy  framework;  development  of  relevant 
measures  of  capacity  (since  "bed  need"  is  an  extremely  imperfect  and 
misleading  measure);  adoption  of  a  priority  system  for  action;  defi- 
nition of  the  methods  to  be  used  to  bring  about  action;  identification  of 
the  practical  problems  which  may  be  obstacles  to  action;  development 
of  the  capability  to  resolve  the  practical  problems;  and,  the  creation  of 
an  orderly  process  to  implement  the  strategy.    A  nvimber  of  socio- 
political, professional,  legal,  and  financial  considerations  which  must 
be  taken  into  account  have  been  identified  and  a  great  many  suggestions 
concerning  those  considerations  have  been  made. 

Capacity  reduction  can  best  be  achieved  through  voluntary 
action,  if  such  action  is  stimulated  through  an  appropriate  mixture  of 
pressure  and  support  by  the  reimbursement  system  and  by  government. 
Possible  constitutional  and  legal  constraints,  coupled  with  the  complexities 
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of  the  political  process,  suggest  that  the  regulatory  authority  of  govern- 
ment for  this  purpose  is  useful  almost  exclusively  as  a  "lever"  to  ex- 
pedite voluntary  action.    On  the  other  hand,  it  is  recognized  that  without 
external  pressures    and  support  it  is  unrealistic  to  expect  expeditious 
voluntary  action  to  reduce  capacity  in  a  rational  manner. 

If  the  suggested  system  of  priorities  for  action  is  adopted, 
it  is  essential  that  decisions  be  based  on  a  clear  and  defensible  policy 
framework  and  upon  careful  and  objective  determinations  of  which 
facilities  should  be  included  in  corporate  consolidations  or  closed 
unilaterally.    Methods  are  suggested  for  distinguishing  those  hospitals 
which  should  be  encouraged  to  survive  from  those  ho'spitals  which 
should  cease  operations  (at  least  as  autonomous  institutions). 

The  infrastructure  of  each  community's  support  for  its 
hospitals,  coupled  with  the  potential  adverse  economic  impact  on  a 
community  if  hospitals  are  closed  (e.  g.  ,  the  loss  of  jobs),  often  creates 
strong  political  opposition  to  proposals  to  reduce  hospital  capacities. 
These  sociopolitical  considerations  can  only  be  overcome  if  a  broad 
community  relations  program  is  undertaken  to  improve  acceptance  of 
the   concept  and  to  justify  each  specific  action.    Similarly  the  legitimate 
concerns  of  hospital  trustees  and  management  (concerning  management 
and  cost  effectiveness)  and  of  physicians  (concerning  quality  of  care. 
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medical  staff  privileges,  and  their  professional  aspirations)  may  be- 
come obstacles  unless  an  effective  professional  relations  program  is 
initiated  and  maintained. 

Potential  constitutional  and  legal  constraints  upon  both 
government  and  voluntary  action  are  described,  but  they  require  more 
definitive  legal  analysis  before  final  conclusions  can  be  drawn.  The 
nature  of  hospital  organizations  as  private  corporations  or  instru- 
mentalities of  government  (with  some  of  the  characteristics  of  charitable 
trusts)  clearly  have  a  bearing  on  the  duties  of  their  trustees  and  may 
determine  the  permissible  parameters  of  government  action.  Con- 
stitutional prohibitions  against  interference  by  government  with  con- 
tractual obligations  and  against  the  taking  of  private  property  by  govern- 
ment without  (or  even  with)  fair  compensation  may  severely  limit  the 
role  of  government  for  this  purpose^    Indirect  action  by  governmental 
reimbursement  systems  may  be  subject  to  the  same  constitutional  con- 
straints which  could  limit  direct  government  action. 

Not  so  surprisingly,  the  paper  highlights  the  necessity 
"to  spend  some  money  to  save  more  money",  concluding  that  the  advance 
commitment  of  funds  to  resolve  financial  issues  could  pay  off  at  the  rate 
of  at  least  five  dollars  saved  for  every  dollar  committed  in  advance  to 
the  capacity  reduction  program.    Financial  considerations  mxay  include: 
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satisfaction  of  current  long-term  capital  debt  and  current  liabilities; 
the  purchase  of  fixed  assets  and  other  equity;  satisfaction  of  financial 
obligations  to  employees  and  contractors;  payment  for  contingent  lia- 
bilities; and  needed  "front-end"  money.    Funds  must  be  made  available 
to  resolve  these  financial  issues  in  order  to  expedite  voluntary  action, 
to  bring  government  action  within  a  constitutionally  acceptable  format, 
and  to  ensure  that  surviving  corporations  can  fulfill  their  objectives 
after  capacity  is  reduced.    Several  suggestions  are  made  concerning 
potential  sources  of  funds  and  administrative  methods,  including  a 
variety  of  approaches  to  establishment  of  a  special  fund  and  a  variety  of 
approaches  to  establishment  of  a  special  fund  and  a  variety  of  approaches 
to  direct  payment  through  the  reimbursement  systems. 

In  its  conclusions  the  paper  states  that  capacity  reduction 
requires  mutually  supportive  activity  between  the  public  and  private  sectors 
at  the  local,  state,  and  national  levels.    Effective  action  cannot  be  achieved 
without  the  support  of  the  political  and  legal  systems,  of  business  and  labor 
leaders,  of  health  care  providers,  and  of  others  in  each  community  whose 
interests  are  perceived  to  be  affected.    The  conclusions  also  suggest 
(among  other  things)  that  the  adoption  of  a  capacity  reduction  program  which 
creates  more  problems  than  it  solves,  which  is  likely  to  be  harmful  in  the 
long  run  to  the  health  interests  of  the  total  population,  which  is  unworkable 


287 


in  practice,  or  which  is  unenforceable  is  probably  worse  than  no  pro- 
gram at  all. 

Based  on  our  analysis  of  the  issues,  we  would  make  the 
following  suggestions  concerning  any  legislation  which  might  be  de- 
signed to  bring  about  a  reduction  in  current  excess  hospital  capacity: 

1.  The  policy  framework  within  which  the  capacity 
reduction  program  is  to  be  implemented  should  be  stated  in  the  legis- 
lation.   We  would  suggest  that  such  a  policy  framework  could  be  de- 
veloped easily  vrith  simple  modifications  in  the  statement  of  the  second, 
fifth,  and  seventh  priorities  listed  in  Section  1502  of  P.  L,  93-641. 

2.  The  priorities  for  action  to  reduce  excess  capacity 
should  be  spelled  out  in  the  legislation  and  other  details  of  the  legislation 
should  clearly  support  the  priorities.    We  would  suggest  language  similar 
to  that  which  is  included  in  proposed  legislation  currently  being  considered 
by  the  Michigan  legislature  (H.B.  4491),  as  follows: 

"  (7)   in  developing  a  plan  to  reduce  excess  hospital 
beds,  the  health  systems  agency  or  the  council  (SHCC) 
shall  first  consider  the  possibility  of  consolidation  of  2  or 
more  hospitals  in  the  subarea.    If  consolidation  is  inappro- 
priate or  insufficient  for  the  plan,  the  closure  of  hospitals 
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shall  next  be  considered.    If  closure  of  a  hospital  is 
inappropriate  or  insufficient  for  the  plans,    the  con- 
solidation of  a  major  clinical  services  among  2  or  more 
hospitals  shall  next  be  considered.    If  the  consolidation  of 
major  clinical  services  is  inappropriate  or  insufficient, 
the  closure  of  nursing  units  within  a  hospital  shall  next 
be  considered.    The  council  (SHCC)  shall  not  approve  a 
plan  which  does  not  address  the  priorities  described  in  . 
this  subsection.  " 

3.     Sanctions  in  the  form  of  decertification  of  need  or 
reimbursement  penalties  are  unlikely  to  be  effective.    Serious  consti- 
tutional questions  are  raised  by  any  attempt  to  take  property  or  interfere 
with  contracts  for  economic  reasons  through  government  action.  Even 
if  the  legal  issues  could  be  adequately  resolved,  in  practice  the  political 
process  severely  limits  the  ability  of  bureaucrats  to  take  such  actions. 
If  adequately  defined  and  rationally  applied,  the  current  appropriateness 
reviewmechanism is  likely  to  be  at  least  as  effective  as  any  governmental 
sanctions  which  can  be  devised,  especially  if  supported  by  a  program  to 
resolve  financial  considerations.    The  implementation  of  the  appropriate- 
ness review  mechanism  must  be  accompanied  by  an  extensive  continuous 
community  and  professional  relations  program  designed  to  bring  about 
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public  support  for  capacity  reduction  or  at  least  to  reduce  political 
opposition. 

4.  Sufficient  funds  must  be  made  available  to  stimulate 
voluntary  action  to  reduce  capacity  or  to  reduce  the  likelihood  of  success- 
ful constitutional  challenges  to  government  action.    Funds  required  will 
vary  with  each  situation  and  with  the  approach  developed  to  reduce  capacity. 
Such  funds  may  be  needed  to  satisfy  current  long-term  debt;  to  purchase 
equity  or  fixed  assets;  to  satisfy  current  liabilities;  to  satisfy  employees' 
rights  (especially  unemployment  compensation  and  accrued  but  unfunded 
benefits)  and  contractors'  rights;  and  to  cover  contingent  liabilities,  ex- 
penses for  the  consummation  of  mergers,  and  the  costs  of  developing 
alternate  uses  of  facilities.    Surviving  hospital  corporations  after  mergers 
or  partial  closures  must  also  have  some  assurance  of  maintaining  adequate 
working  capital  and  cash  flow  for  a  transitional  period  after  capacity  is 
reduced.    Such  funds  can  be  furnished  through  grants  or  loans  through  flexi- 
ble application  of  reimbursement  systems,  and  through  special  relief  from 
ceilings  or  payment  limitations. 

5.  In  developing  plans  designed  to  identify  the  amount  and 
location  of  excess  capacity  and  the  priorities  for  action,  it  is  unwise  to 
require  the  health  systems  agency  or  the  state  agency  to  provide  institu- 
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tion-specific  designation  of  corporate  consolidations  on  closures. 
Unless  there  is  very  strong  public,  professional,  and  political  support 
for  capacity  reduction,  such  designations  are  likely  to  be  so  politically 
volatile  that  they  can  destroy  the  agencies.    Perhaps  even  more  im- 
portantly, to  the  extent  that  an  effective  program  requires  voluntary 
action,  opportunities  must  be  provided  for  negotiation  and  tradeoff  which 
would  be  lost  by  institution- specific  designations.    Plans  developed  by  such 
agencies  can  clearly  and  effectively  indicate  the  direction  of  the  capacity 
reduction  program  without  impeding  voluntary  action, 

6,     All  major  purchasers  and  third  party  financing  agencies 
(private  and  public)  have  a  large  financial  stake  in  the  outcome  of  a  capa- 
city reduction  programo    Their  participation  in  and  financial  support  of  the 
program  in  an  equitable  manner  should  be  stimulated  and  encouraged.  If 
financial  sanctions  are  imposed  (assuming  it  is  desirable  and  could  be  done 
legally),  care  should  be  taken  to  ensure  that  they  support  the  policy  frame- 
work and  the  priority  system  and  that  they  can  be  equitably  applied.  For 
example,  a  proposal  to  reduce  only  Medicare  and  Medicaid  reimburse- 
ment as  a  sanction  might  discriminate  against  inner  city  hospitals  with 
large  volumes  of  indigent  and  elderly  patients  and  actually  force  closure 
of  the  wrong  hospitals. 
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Our  analysis  raises  these  and  other  issues  in  more  depth. 
Obviously,  we  believe  that  excess  hospital  capacity  currently  exists  and 
that  a  rational  approach  to  capacity  reduction  can  be  cost-effective. 

Thank  you  for  the  opportunity  to  present  some  of  our  ideas. 
Naturally,  I  would  be  pleased  to  answer  any  questions. 


SRG/bjl 
1/26/78 
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SUBSTITUTE  FOR 

HOUSE  BILL  No.  4491 


A  bill  to  amend  the  title  and  section  1  of  Act  No.  256  of  the  Public  Acts  of 
1972,  entitled 

"An  act  to  require  certificates  of  need  for  new  construction  or  conversion  of, 
addition  to  or  modernization  of  health  facilities;  to  provide  for  the  issuing 
of  certificates  of  need;  to  establish  a  state  health  facilities  commission;  to 
provide  fees  and  penalties;  and  to  make  appropriations," 

being  section  331.^51  of  the  Compiled  Laws  of  1970;  and  to  add  sections  3a, 
5b  and  5c. 

THE  PEOPLE  OF  THE  STATE  OF  MICHIGAN  ENACT: 

1  Section  1.    The  title  and  section  1  of  Act  No.  256  of  the  Public  Acts  of 

2  1972,  being  section  331.^51  of  the  Compiled  Laws  of  1970,  are  amended  and 

3  sections  3a,  5b  and  5c  are  added  to  read  as  follows: 
A  TITLE 

5  An  act  to  require  certificates  of  need  for  new  construction,  conversion, 

6  of,  addition  to  of  modernization  of,  OR  ADDITION  TO  health  facilities;  to 
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1  provide  for  the  iss-"-g  z'  ce-t ' ' ' :a tes  c'  -eed.  TO  PROMOTE  THE  EFFICIENT  AND 

2  e::'>>  ci.  zi.  <-.'•  :-  :-"-e  se-.  :es,      ^-ziizi  for  the  closure  of 

3  S  Z-  ZZ'ylZ.  Z'~  -:S=  ~-.S  Z-  ll- ,  Zll-.   -z  establish  a  state 

^  -es':-  -a:''':"es  cc-r'ss'c-;        ES~-:..S-  A  -Z-Zl;   :c  :'c/::e  ''ses  arc 

5  :e-a':'e5;  a-c  "  -a<e  a;; 'c:  - '  a  : ' c- s . 

6  Sec.   ' .     As  -se:   ■-  :-'s  act: 

7  (a!     A:::c-    -ea-s  a::  -z  :a:e-:  -cc-s  to  a  health  facility  or  the 

8  add'-.c  c-  a-c''.  ia-T  se-."ce  a-eas  c-  ofs-  scccr'nodat  ics  '•esultJng  in  a  s'^cle 

9  ec:  ;cst  including  cc- s : --;t ion,  enginee'-c,  a-c  'xe.  ezjipment  Tn  excess 
1C  c-  a-  a-c--:  r.-'c-  s-e''   :e  ceterained  by  t-e  c"-ectc-  «":-  t-e  accca'  c" 

11  :-e  -c;':-  ^ic"  ■f^s  ccrrlss:-. 

12  ;        :e-:  -"ca:s  c*  -e  =  :    -ea-s  a  C£'t'"'ca:e  attesting  to  need  for  new 

13  corsf-c:  ;c- ,  or  cs-ve-sic-  c",  acc't'c-  :c,  c-  -cce— izat       of  a  health 

14  facility. 

15  (c)    "CoraEsissior'', -ea-s  fe  s:=:£  -ea't"  •^ac'lit'es  cc'-r'ss'c-  es:a:''s"ec 

16  by  this  act. 

17  (d)    "ConsuEier"  rea-s  c  ■  AN  individual  not  connected,  directly,  with  any 

18  ce-sc-,  orca-'zst !0- ,  cc'cc-ation,  or  institution  associated  with  the  c-ovi- 

19  s'c-  c*  -ea":-  ce-e  a-c  se'vices.    A  doctor;  rurse;  adr^Inlstrator  c  zze's'.c 
c*  a  -csc'ta",  -.-s'-c  -c--e,  c-  ro-e  'Z'  :-e  acec;  ace-:  c-  e-;'cvee  z-  a 

2'  "ea"t-  :-.s--e-ce  c'Cr'ce-;  a  p-a-.-.ac !  st;  c-  ce  »-c  cc-:-ac:s  to  cerform 

22  se'v'ces  'z'  :-e  -c-ecc"-c  !s  -c:  a  cs-s.-e-, 

23  'e       Cc-/e's  c-    -ea-s  cc-,e-:'-c  a-  ex'stir.g  Duilcinc  no:  p'eviously 
2^  "  :cft-sec  as  a  -ea  . :-  -ac!"  :?  :c  s-c-  .se  c-  converting  of  an 'area  of  any 
25  c:-e-  i-.s:':-:!c-  :o  "-ea':-  -ac"'!:;-  -se. 

25  (F)     "COUNCIL"  MEASS  '.-E  S-A-E«,:E  rLALTH  COORDINATING  COUNCIL  DESIGNATED 

27  s.^s.As-  t:  s£:-i:'.  1=2-     -  -,i  ;=  :-  --e  =u3lic  health  services  a:-,  42 
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1  U.S.C.  300m-3. 

2  -fPfCG)  "Department"  means  the  department  of  public  health. 

3  -(sfCH)  "Director"  means  the  director  of  the  department  of  public  health. 

4  -f+rfd)  "Health  facility"  means  a  hospital  or  ^awy-A  part  theroaf  OF  A 

5  HOSPITAL  licensed  by  the  department  of  public  hoolth  in  accordance  with  Act 

6  No.  17  of  the  Public  Acts  of  1968,  AS  AMENDED,  being  sections  331. All  to 

7  331. ^30  of  the  MICHIGAN  Compiled  Laws,  of  19^<8  or  Act  No.  263  of  the  Public 

8  Acts  of  1913,  as  amended,  being  sections  331. AOl  to  331.406  of  the  MICHIGAN 

9  Compiled  Laws  of  lQ'l8.  A  HEALTH  FACILITY  DOES  NOT  INCLUDE  A  VETERANS  FACILITY 
9a  OPERATED  BY  THE  STATE  OR  FEDERAL  GOVERNMENT. 

10  (J)     "HEALTH  SYSTEMS  AGENCY"  MEANS  A  HEALTH  SYSTEMS  AGENCY  DESIGNATED 

11  PURSUANT  TO  SECTION  1512  OF  TITLE  15  OF  THE  PUBLIC  HEALTH  SERVICES  ACT,  k2 

12  U.S.C.  3OO/-I. 

13  -ft4(K)  "Modernization  of  the  physical  plant"  means  a  major  upgrading, 

14  alteration,  or  change  In  function  of -a«y- A  part  or  area  of  a  health  facility 

15  resulting  in  a  single  project  cost  including  construction,  engineering,  and 

16  fixed  equipment  in  excess  of  an  amount  which  shall  be  determined  by  the 

17  director  with  the  approval  of  the  state  health  facilities  commission.    Modern i- 

18  zation  shall  not  Include  normal  maintenance  and  operational  expenses. 

19  -B^CL)  "New  construction"  means  construction  of  a  health  facility  where 

20  a  health  facility  did  not  exist  or  construction  as  a  replacement  for  an  exist- 

21  Ing  health  facility. 

22  -ffef(M)  "Person"  means  an  individual,  copartnership,  corporation,  associa- 

23  tion,  agency,  organization,  or  unit  of  government,  including  enr  A  receiver, 

24  trustee,  or  assignee  thereof. 

25  (N)     "STATE  AGENCY"  MEANS  THE  STATE  HEALTH  PLANNING  AND  DEVELOPMENT  AGENCY 

26  DESIGNATED  PURSUANT  TO  SECTION  1521  OF  TITLE  15  OF  THE  PUBLIC  HEALTH  SERVICES 

27  ACT,  k2  U.S.C.  300m. 
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1  (0)     "SUBAREA"  MEANS  THE  HEALTH  FACILITY  SERVICE  AREA  DEFINED  BY  THE 

2  DEPARTMENT. 

3  SEC.  3A.   (1)    THE  GOVERNOR  SHALL  APPOINT  A  TASK  FO^^CE  CONSISTING  OF  REPRE- 

4  SENTATIVES  OF  STATE  AGENCIES,  THE  HOSPITAL  INDUSTRY,  THIRD  PARTY  PAYORS,  Fl- 

5  NANCIAL  INSTITUTIONS,  THE  LEGAL  PROFESSION,  LICENSED  HEALTH  CARE  PROFESSIONALS, 
5a  AND  OTHER  AFFECTED  PARTIES  TO 

6  ADDRESS  THE  LEGAL  ISSUES  AND  FINANCIAL  PROBLEMS,  PARTICULARLY  WITH  RESPECT  TO 

7  CAPITAL  FINANCING  AND  FINANCIAL  EQUITY,  ASSOCIATED  WITH  A  REDUCTION  IN  EXCESS 
7a  HOSPITAL  CAPACITY.     THE  APPOINTMENTS  SHALL  BE  MADE  WITH  THE  ADVICE  AND  CONSENT 

8  OF  THE  SENATE.     THE  TASK  FORCE  SHALL  SUBMIT  QUARTERLY  REPORTS  AND  A  FINAL 

9  REPORT  NOT  LATER  THAN  OCTOBER  1,  1978,  TO  THE  GOVERNOR  AND  THE  LEGISLATURE. 

10  THE  REPORTS  SHALL  INDICATE  THE  MEANS  BY  WHICH   ISSUES  AND  PROBLEMS  MAY  BEST  BE 

11  ADDRESSED  TO  MEET  THE  FINANCIAL  OBLIGATIONS  RESULTING  FROM  A  REDUCTION  IN  EX- 

12  CESS  HOSPITAL  CAPACITY.     MECHANISMS  SHALL  BE  DESIGNED  TO  INSURE  THAT  TO  THE 

13  EXTENT  THAT  FEDERAL  FUNDS  ARE  NOT  AVAILABLE,  AN  EQUITABLE  DISTRIBUTION  OF  COSTS 

14  TO  ALL  THIRD  PARTY  PAYORS  WILL  OCCUR. 

15  (2)     THIS  SECTION  SHALL  EXPIRE  OCTOBER  1,  1978. 

16  SEC.  5B.     (1)     WITHIN  hS  DAYS  AFTER  THE  EFFECTIVE  DATE  OF  THIS  SECTION, 

17  THE  DEPARTMENT,  AFTER  CONSULTATION  WITH  THE  HEALTH  SYSTEMS  AGENCIES  AND  WITH 

18  THE  APPROVAL  OF  THE  STATE  AGENCY,  SHALL  PREPARE  AND  SUBMIT  TO  THE  COUNCIL: 

19  (A)     GUIDELINES  FOR  IDENTIFYING  THE  APPROPRIATE  HOSPITAL  CAPACITY  AND 

20  EXCESS  HOSPITAL  BEDS  IN  EACH  SUBAREA. 

21  (B)     CRITERIA  TO  BE  USED  TO  REVIEW  AND  APPROVE  THE  PLAN  DEVELOPED  BY  A 

22  HEALTH  SYSTEMS  AGENCY  PURSUANT  TO  SUBSECTION   (6).    ONE  OF  THE  CRITERIA  SHALL 

23  BE  THE  POTENTIAL  OF  THE  PLAN  FOR  ASSURING  APPROPRIATE  ACCESS  TO  AND  QUALITY  OF 

24  MEDICAL  CARE  SERVICES  FOR  RESIDENTS  OF  THE  AREA  SERVED  AND  FOR  ACHIEVING 

25  ECONOMIC  SAVINGS  CONSISTENT  WITH  THIS  OBJECTIVE. 

26  (2)     THE  GUIDELINES  AND  CRITERIA  SUBMITTED  BY  THE  DEPARTMENT  AND  APPROVED 

27  PURSUANT  TO  SUBSECTION   {k)  AND  THE  PLANS  DEVELOPED  PURSUANT  TO  SUBSECTION  (6) 
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1  SHALL  CONSIDER  THE  FACTORS  AND  CRITERIA  IN  SECTION  5A  AND  THE  FOLLOWING,  WHERE 

2  APPROPRIATE: 

3  (A)    THE  APPLICABLE  HEALTH  SYSTEMS  PUN  AND  ANNUAL  IMPLEMENTATION  PLAN 

4  ADOPTED  PURSUANT  TO  1513(b)(2)  AND  (3)  OF  TITLE  15  OF  THE  PUBLIC  HEALTH  SERV- 

5  ICES  ACT,  k2  U.S.C.  30oZ-2. 

6  (B)    THE  LONG-RANGE  DEVELOPMENT  PLANS,  IF  ANY,  OF  FACILITIES  PROVIDING 

7  ACUTE  CARE  SERVICES  IN  THE  AREA. 

8  (C)     THE  NEEDS  OF  THE  POPULATION  OF  THE  AREA  FOR  ACUTE  CARE  SERVICES. 

9  (D)     THE  IMMEDIATE  AND  LONG-TERM  IMPACT  OF  THE  ACTIONS  PROPOSED  ON  THE 

10  COSTS  AND  CHARGES  FOR  PROVIDING  HEALTH  SERVICES  IN  THE  AREA. 

11  (E)    THE  RELATIONSHIP  OF  THE  SERVICES  PROPOSED  TO  BE  DISCONTINUED  TO  THE 

12  HEALTH  CARE  SYSTEM  OF  THE  AREA. 

13  (F)     THE  AVAILABILITY  OF  RESOURCES,   INCLUDING  HEALTH  MANPOWER,  MANAGEMENT 

14  PERSONNEL,  AND  FUNDS  FOR  CAPITAL  AND  OPERATING  NEEDS,  FOR  THE  PROVISION  OF 

15  HOSPITAL  SERVICES  AND  THE  POTENTIAL  FOR  ALTERNATIVE  USES  OF  THOSE  RESOURCES 

16  FOR  THE  PROVISION  OF  OTHER  HEALTH  CARE  SERVICES. 

17  (G)    THE  RELATIONSHIP,   INCLUDING  THE  ORGANIZATIONAL  RELATIONSHIP,  OF  THE 

18  HEALTH  SERVICES  PROPOSED  TO  BE  DISCONTINUED  TO  ANCILLARY  OR  SUPPORT  SERVICES. 

19  (H)     SPECIAL  NEEDS  AND  CIRCUMSTANCES  OF  THOSE  ENTITIES  WHICH  PROVIDE  A 

20  SUBSTANTIAL  PORTION  OF  THEIR  SERVICES  OR  RESOURCES  OR  BOTH,  TO  INDIVIDUALS 

21  NOT  RESIDING  IN  THE  AREA  IN  WHICH  THE  ENTITIES  ARE  LOCATED  OR  IN  ADJACENT 

22  AREAS.    THE  ENTITIES  MAY  INCLUDE  MEDICAL  AND  OTHER  HEALTH  PROFESSIONS  SCHOOLS, 

23  MULTIDISCIPLINARY  CLINICS,  AND  SPECIALTY  CENTERS. 

24  (I)    THE  SPECIAL  NEEDS  AND  CIRCUMSTANCES  OF  HEALTH  MAINTENANCE  ORGAN  I ZA- 

25  TIONS  FOR  WHICH  ASSISTANCE  MAY  BE  PROVIDED  UNDER  TITLE  18  OF  PUBLIC  LAW 

26  93-222,  A2  U.S.C.  300e  TO  300e-15.    THE  NEEDS  AND  CIRCUMSTANCES  INCLUDE  THE 

27  NEEDS  OF,  AND  COSTS  TO,  MEMBERS  AND  PROJECTED  MEMBERS  OF  THE  HEALTH  MAINTENANCE 
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1  ORGANIZATION  IN  OBTAINING  HEALTH  SERVICES  AND  THE  POTENTIAL  FOR  A  REDUCTION 

2  IN  THE  USE  OF  INPATIENT  CARE  IN  THE  COMMUNITY  THROUGH  AN  EXTENSION  OF  PREVEN- 

3  TIVE  HEALTH  SERVICES  AND  THE  PROVISION  OF  MORE  SYSTEMATIC  AND  COMPREHENSIVE 

4  HEALTH  SERVICES. 

5  (J)     THE  SPECIAL  NEEDS  AND  CIRCUMSTANCES  OF  BIOMEDICAL  AND  BEHAVIORAL 

6  RESEARCH  PROJECTS  WHICH  ARE  DESIGNED  TO  MEET  A  STATE  NEED  AND  FOR  WHICH  LOCAL 

7  -CONDITIONS  OFFER  SPECIAL  ADVANTAGES. 

7a'  (K)    THE  NEED  AND  AVAILABILITY  IN  A  COMMUNITY  FOR  SERVICES  AND  FACILITIES 

8  FOR  OSTEOPATHIC  AND  ALLOPATHIC  PHYSICIANS,  OTHER  LICENSED  HEALTH  CARE  PROFES- 
8a  SIONALS,  AND  THEIR  PATIENTS. 

9  (L)     THE  IMPACT  ON  EXISTING  AND  PROPOSED  INSTITUTIONAL  TRAINING  PROGRAMS 

9a  FOR  DOCTORS  OF  ALLOPATHIC  AND  OSTEOPATHIC  MEDICINE  AND  OTHER  LICENSED  HEALTH  - 

10  CARE  PROFESSIONALS  AT  THE  STUDENT,   INTERNSHIP,  AND  RESIDENCY  TRAINING  LEVEL. 
'Oa  (M)    THE  DEGREE  TO  WHICH  PHYSICIANS  AND  SURGEONS  WHO  ARE  AFFECTED  BY  THE 

11  CLOSURE  OR  CONSOLIDATION  OF  HEALTH  FACILITIES  OR  PROFESSIONAL  SERVICES  HAVE 

Ha  ACCESS  TO  THE  PHYSICIAN  STAFFS  OF  OTHER  HEALTH  FACILITIES  IN  THE  AREA  AFFECTED. 

12  (3)     SUBSECTION  (2)  SHALL  NOT  BE  CONSTRUED  TO  DICTATE  A  DEPARTURE  FROM 

12a  GOOD  HEALTH  PLANNING  PRINCIPLES  OR  TO  MANDATE  UNNECESSARY  DUPLICATION  OF  SERVICES 

13  OR  FACILITIES. 

13a  (it)     THE  COUNCIL  MAY  APPROVE  THE  GUIDELINES  AND  CRITERIA  WITHIN  90  DAYS 

14  AFTER  IT  RECEIVES  THE  GUIDELINES  AND  CRITERIA  PURSUANT  TO  SUBSECTION  (1).  THE 
l^a  COUNCIL  MAY  MODIFY  THE  GUIDELINES  AND  CRITERIA  BEFORE  IT  APPROVES  THEh-.     IF  THE 

15  COUNCIL  DOES  NOT  APPROVE  THE  GUIDELINES  AND  CRITERIA  WITHIN  90  DAYS  AFTER  THE 
15a  COUNCIL  RECEIVES  THEM,  THE  GUIDELINES  AND  CRITERIA  SHALL  BE  CONSIDERED  APPROVED 

16  AS  SUBMITTED  BY  THE  DEPARTMENT.  THE  GUIDELINES  AND  CRITERIA  SHALL  BE  INCLUDED 
16a  IN  THE  STATE  HEALTH  PLAN  DEVELOPED  PURSUANT  TO  SECTION  1524  OF  TITLE  15  OF  THE 

17  PUBLIC  HEALTH  SERVICES  ACT,  kZ  U.S.C.  300m-3. 

T7a  (5)    WITHIN  30  DAYS  AFTER  THE  FIRST  GUIDELINES  AND  CRITERIA  ARE  APPROVED 

18  PURSUANT  TO  SUBSECTION  (k)  AND  ANNUALLY  THEREAFTER,  THE  DEPARTMENT  SHALL 

18a  PREPARE,   IN  ACCORDANCE  WITH  THOSE  GUIDELINES  AND  CRITERIA,  AND  PUBLISH  A  LIST 

19  WHICH  IDENTIFIES  EACH  SUBAREA  HAVING  EXCESS  HOSPITAL  BEDS.    A  SUBAREA  THAT  HAS 
19a  LESS  THAN  25  EXCESS  BEDS  SHALL  NOT  BE  INCLUDED  IN  THE  LIST.    THE  LIST  SHALL 

20  SPECIFY  THE  APPROPRIATE  HOSPITAL  CAPACITY  AND  THE  NUMBER  OF  EXCESS  HOSPITAL 
20a  BEDS  IN  EACH  SUBAREA. 

21  (6)     WITHIN  210  DAYS  AFTER  THE  FIRST  LIST  DEVELOPED  PURSUANT  TO  SUBSEC- 

22  TION  (5)    IS  PUBLISHED,  AND  ANNUALLY  THEREAFTER,  A  HEALTH  SYSTEMS  AGENCY  THAT 

23  SERVES  A  SUBAREA  WHICH  IS  ON  THE  LIST  MAY  PREPARE  A  PLAN  FOR  THE  REDUCTION  OF 

24  EXCESS  HOSPITAL  CAPACITY  IN  ACCORDANCE  WITH  THIS  SUBSECTION,  SUBSECTION  (7), 

25  AND  THE  GUIDELINES  AND  CRITERIA  APPROVED  PURSUANT  TO  SUBSECTION  (k) .  THE 

26  PLAN  SHALL  SPECIFY  HOW  EACH  HOSPITAL  IN  THE  SUBAREA  IS  AFFECTED  AND  SHALL 

27  PRESCRIBE  AN  ANNUAL  SCHEDULE  FOR  IMPLEMENTATION.    THE  PLAN  SHALL  BE  SUBMITTED 
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1  TO  THE  COUNCIL.    THE  HEALTH  SYSTEMS  AGENCY  MAY  DEVELOP  AND  APPLY  DIFFERENT 

2  CRITERIA  AND  GUIDELINES  TO  A  SUBAREA  IF  THE  HEALTH  SYSTEMS  AGENCY  BELIEVES  THAT 

3  THE  SUBAREA  HAS  UNUSUAL  CIRCUMSTANCES  WHICH  CANNOT  BE  READILY  RESOLVED  IN 

4  ACCORDANCE  WITH  THE  APPROVED  GUIDELINES  AND  CRITERIA.    THE  PROCESS  UNDER  WHICH 

5  THE  PLAN  IS  DEVELOPED  BY  THE  HEALTH  SYSTEMS  AGENCY  SHALL  BE  CONSISTENT  WITH  THE 

6  PREPARATION  AND  ESTABLISHMENT  PROCEDURES  REQUIRED  BY  FEDERAL  REGUUTION  FOR 

7  THE  DEVELOPMENT  OF  HEALTH  SYSTEMS  PLANS  UNDER  THE  NATIONAL  HEALTH  PLANNING 

8  AND  RESOURCES  DEVELOPMENT  ACT  OF  197^,  k2  U.S.C.  300k  TO  300t.    THE  PLAN  SHALL 

9  PROVIDE  FOR  THE  ADJUSTMENT  OF  THE  HOSPITAL  CAPACITY  TO  THE  APPROPRIATE  LEVEL 

10  WITHIN  5  YEARS  AFTER  THE  PLAN  IS  APPROVED  BY  THE  COUNCIL  OR  DEVELOPED  BY  THE 

11  DEPARTMENT. 

12  (7)     IN  DEVELOPING  A  PLAN  TO  REDUCE  EXCESS  HOSPITAL  BEDS,  THE  HEALTH  SYS- 

13  TEMS  AGENCY  OR  THE  COUNCIL  SHALL  FIRST  CONSIDER  THE  POSSIBILITY  OF  CONSOLIDA- 

14  ,TION  OF  2  OR  MORE  HOPSITALS  IN  THE  SUBAREA.     IF  CONSOLIDATION  IS  INAPPROPRIATE 

15  OR  INSUFFICIENT  FOR  THE  PLAN,    THE  CLOSURE  OF  HOSPITALS  SHALL  NEXT  BE  CONS  I D- 

16  ERED.    THE  CLOSURE  OF  HOSPITALS  SHALL  ONLY  BE  CONSIDERED  AFTER  ALL  REASONABLE 
16a  EFFORTS  HAVE  BEEN  MADE  TO  ENCOURAGE  AND,  IF  NECESSARY,  ASSIST  IN  THE  CONSOLIDA- 

17  T I  ON  OF  2  OR  MORE  HOSPITALS.    A  STATEMENT  INDICATING  WHAT  ACTIONS  WERE  TAKEN 
17a  TO  ENCOURAGE  OR  ASSIST  CONSOLIDATION  AND  THE  REASONS  WHY  THIS  PRIORITY  WAS  NOT 

18  SELECTED  SHALL  BE  INCLUDED  IN  THE  PUN.     IF  CLOSURE  OF  A  HOSPITAL  IS  INAPPRO- 
18a  PRIATE  OR  INSUFFICIENT  FOR  THE  PLAN,  THE  CONSOLIDATION  OF  MAJOR  CLINICAL 

19  SERVICES  AMONG  2  OR  MORE  HOSPITALS  SHALL  NEXT  BE  CONSIDERED.  IF  THE  CONSOLIDA- 
I9a  TION  OF  MAJOR  CLIlilCAL  SERVICES  IS  INAPPROPRIATE  OR  INSUFFICIENT,  THE  CLOSURE 

20  OF  NURSING  UNITS  WITHIN  A  HOSPITAL  SHALL  NEXT  BE  CONSIDERED.    THE  COUNCIL 
20a  SHALL  NOT  APPROVE  A  PLAN  WHICH  DOES  NOT  ADDRESS  THE  PRIORITIES  DESCRIBED  IN 

21  THIS  SUBSECTION. 

22  (8)     IF  A  HEALTH  SYSTEMS  AGENCY  DOES  NOT  SUBMIT  A  PLAN  WITHIN  210  DAYS 

23  AFTER  THE  LIST  IS  PUBLISHED  PURSUANT  TO  SUBSECTION  (5),,  THE  COUNCIL  MAY  DEVELOP 

24  A  PLAN  FOR  THAT  SUBAREA.   IF  THE  PLAN  PREPARED  BY  THE  HEALTH  SYSTEMS  AGENCY  IS 

25  NOT  CONSISTENT  WITH  THE  GUIDELINES  AND  CRITERIA  APPROVED  PURSUANT  TO  SUBSEC- 

26  TION  W   OR  THE  LIST  PUBLISHED  PURSUANT  TO  SUBSECTION  (5),   THE  HEALTH  SYSTEMS 

27  AGENCY  SHALL  PROVIDE  SATISFACTORY  DOCUMENTATION  TO  JUSTIFY  THE  DIFFERENCES. 
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1  WITHIN  120  DAYS  AFTER  THE  PLAN  IS  SUBMITTED  TO  THE  COUNCIL,  THE  COUNCIL  MAY  DO 

2  ANY  OF  THE  FOLLOWING: 

3  (A)    APPROVE  THE  PLAN  AS  SUBMITTED. 

4  (B)    AMEND  THE  PLAN  TO  CONFORM  WITH  THE  CRITERIA  AND  GUIDELINES  APPROVED 

5  PURSUANT  TO  SUBSECTION   (A)  AND  THE  LIST  PUBLISHED  PURSUANT  TO  SUBSECTION  (5) 

6  AND  APPROVE  THE  PLAN  AS  AMENDED. 

7  (C)     DISAPPROVE  THE  PLAN  AND  DEVELOP  A  SUBSTITUTE  PLAN  WHICH  CONFORMS 

8  WITH  THE  CRITERIA  AND  GUIDELINES  APPROVED  PURSUANT  TO  SUBSECTION  (A)  AND  THE  • 

9  LIST  PUBLISHED  PURSUANT  TO  SUBSECTION  (5). 

10  (D)     PERMIT  A  HEALTH  SYSTEMS  AGENCY  TO  REVISE  ITS  PLAN  AND  APPROVE  THE 

11  PLAN  AS  REVISED. 

12  (9)     IF  A  PLAN  IS  NOT  APPROVED  BY  THE  COUNCIL  WITHIN  120  DAYS  AFTER  THE 

13  PLAN  IS  SUBMITTED  TO  THE  COUNCIL  OR  330  DAYS  AFTER  THE  LIST  IS  PUBLISHED  PUR- 

14  SUANT  TO  SUBSECTION  (5),  THE  DEPARTMENT  SHALL  DEVELOP  A  PLAN  WITHIN  90  DAYS. 

15  SEC.  5C.     (I)     AFTER  THE  DEPARTMENT  PUBLISHES  A  LIST  PURSUANT  TO  SECTION 

16  5B(5),  THE  DEPARTMENT  SHALL  NOT  ISSUE  A  CERTIFICATE  OF  NEED  TO  A  HEALTH  FACIL- 

17  ITY  LOCATED  IN  A  SUBAREA  IDENTIFIED  AS  HAVING  EXCESS  HOSPITAL  BEDS  UNTIL  A 

18  PUN  FOR  THE  ELIMINATION  OF  THOSE  BEDS  IS  APPROVED  BY  THE  COUNCIL  OR  THE 
1 8a  DEPARTMENT  OR  UNTIL  U 

19  MONTHS  AFTER  THE  DATE  OF  PUBLICATION  OF  THE  FIRST  LIST  PURSUANT  TO  SECTION 

20  5B(5),  WHICHEVER  IS  SOONER.    THIS  SUBSECTION  SHALL  NOT  APPLY  TO  A  PROJECT 

21  EXEMPT  UNDER  SUBSECTIONS  (2)  AND  (3)  OR  SUBSECTION  (k)  OR  (5). 

22  (2)    A  PROJECT  DESCRIBED  IN  THE  CERTIFICATE  OF  NEED  APPLICATION  SHALL  BE 

23  EXEMPT  FROM  SUBSECTION  (1)   IF,   IN  ADDITION  TO  THE  CONDITIONS  PRESCRIBED  BY 

24  SUBSECTION  (3),  THE  DEPARTMENT,   IN  CONSULTATION  WITH  THE  APPROPRIATE  HEALTH 

25  SYSTEMS  AGENCY,  DETERMINES  THE  PROJECT  IS  ONE  FOR  WHICH    BOTH  OF  THE  FOLLOWING 

26  APPLY: 
27 
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1  (A)    THE  PROJECT  DOES  NOT  INCLUDE  AN  ADDITION  TO  THE  BED  SUPPLY. 

2  (B)    THE  PROJECT  WOULD  NOT  RESULT  IN  A  SIGNIFICANT  INCREASE  IN  THE  HEALTH 

3  FACILITY'S  SERVICE  PROGRAM,  A  MAJOR  NEW  SERVICE,  OR  NEW  TECHNOLOGY.  . 

4  (3)    A  PROJECT  DESCRIBED  IN  THE  CERTIFICATE  Of  NEED  APPLICATION  SHALL  BE 

5  EXEMPT  FROM  SUBSECTION  (l)   IF,   IN  ADDITION  TO  THE  REQUIREMENTS  PRESCRIBED  BY 

6  SUBSECTION  (2),  THE  PROJECT  MEETS  1  OF  THE  FOLLOWING  CONDITIONS: 

7  (A)    THE  PROJECT  IS  REQUIRED  TO  CORI^ECT  AN  EMERGENCY  SITUATION  WHICH  IF 

8  NOT  CORRECTED  IMMEDIATELY  WOULD  THREATEN  THE  SAFETY  AND  WELFARE  OF  THE  PATIENTS 

9  AND  STAFF;  OR  IS  REQUIRED  BY  FEDERAL  LAW  AS  A  CONDITION  OF  PARTICIPATION  IN 

10  TITLE  18  OF  THE  SOCIAL  SECURITY  ACT,  42  U.S.C.  1395  TO  1395pp,  OR  TITLE  19  OF 

11  THE  SOCIAL  SECURITY  ACT,  42  U.S.C.   1396  TO  1396j. 

12  (B)     THE  PROJECT  CONSTITUTES  A  NONSUBSTANTIVE  PROJECT  MEETING  AN  ALREADY 

13  DEMONSTRATED  COMMUNITY  NEED  ACCEPTABLE  TO  THE  DEPARTMENT  AND  APPROPRIATE 
14-  HEALTH  SYSTEMS  AGENCY. 

15  (C)    THE  PROJECT  CONSTITUTES  A  CHANGE  IN  OWNERSHIP  NOT  RESULTING  IN  A 

16  CAPITAL  EXPENDITURE  WHICH  IS  THE  RESULT  OF  A  MERGER,  CORPORATE  CONSOLIDATION, 

17  OR  CLINICAL  SERVICE  CONSOLIDATION  AMONG  2  OR  MORE  HOSPITALS. 

18  (4)    A  PROJECT  DESCRIBED  IN  THE  CERTIFICATE  OF  NEED  APPLICATION  SHALL  BE 

19  EXEMPT  FROM  SUBSECTION   (1)  I F  THE  DEPARTMENT,  IN  CONSULTATION  WITH  THE  APPRO- 

20  PRIATE  HEALTH  SYSTEMS  AGENCY,  DETERMINES  THE  PROJECT  IS  A  SUBSTANTIVE  PROJECT 

21  INTENDED  TO  IMPLEMENT  THE  RESULTS  OF  A  MERGER,  CORPORATE  CONSOLIDATION,  OR 

22  CLINICAL  SERVICE  CONSOLIDATION  AMONG  2  OR  MORE  HOSPITALS  AND  WILL  RESULT  IN  A 

23  SIGNIFICANT  REDUCTION  IN  BED  OR  SERVICE  CAPACITY. 

24  (5)    A  PROJECT  DESCRIBED  IN  THE  CERTIFICATE  OF  NEED  APPLICATION  SHALL  BE 

25  EXEMPT  FROM  SUBSECTION  (1)   I F  THE  APPLICATION  HAS  BEEN  ACCEPTED  BY  THE  DEPART- 

26  MENT  FOR  FILING  AS  OF  THE  EFFECTIVE  DATE  OF  THIS  SECTION. 

27  (6)     HOSPITAL  BEDS  AND  SERVICES  FOR  WHICH  A  CERTIFICATE  OF  NEED  IS  GRANTED 
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1  AFTER  THE  EFFECTIVE  DATE  OF  THIS  SECTION,  BUT  BEFORE  THE  APPROVAL  OF  A  BED 

2  REDUCTION  PLAN  DEVELOPED  PURSUANT  TO  SECTION  5B,  SHALL  NOT  BE  EXEMPT  FROM  SUB- 

3  SE(iUENT  IDENTIFICATION  FOR  ELIMINATION  IN  A  PLAN  FOR  THE  REDUCTION  OF  HOSPITAL 

4  BEDS  AS  PROVIDED  FOR  IN  SECTION  5B. 

5  (7)    THE  DEPARTMENT  SHALL  NOT  ISSUE  A  CERTIFICATE  OF  NEED  THAT  IS  INCON- 

6  SISTENT  WITH  A  HOSPITAL  BED  REDUCTION  PLAN  APPROVED  OR  DEVELOPED  PURSUANT  TO 

7  SECTION  5B.    THE  DEPARTMENT  SHALL  NOT  ISSUE  A  CERTIFICATE  OF  NEED  TO  A  HOSPITAL 

8  WHICH  IS  NOT  IN  CONFORMANCE  WITH  A  PLAN  AS  PROVIDED  FOR  IN  SECTION  53. 
9 

10 
11 
12 
13 
14 
15 
16 

17  , 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 
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Mr.  Rogers.  Thank  you  very  much,  Mr.  Gottlieb,  for  some  helpful 
suggestions. 
Mr.  Thomas  E.  Greene. 

STATEMENT  OP  THOMAS  E.  GREENE  III 

Mr.  Greene.  Chairman  Rogers  and  members  of  the  subcommittee, 
my  name  is  Tom  Greene,  and  I  am  the  vice  president  of  Lehman 
Bros.,  Kuhn,  Loeb,  Inc.,  and  we  are  investment  bankers  in  New  York 
City.  However,  my  statement  this  morning  i\i  presented  on  behalf  of 
the  Hospital  Financing  Study  Group,  which  is  an  association  of  the 
public  finance  departments  of  most  of  the  investment  banking  firms 
in  the  country  who  do  health  care  capital  financing. 

With  me  is  Mr.  Tom  Quinn,  who  is  General  Counsel  of  our  group. 

In  order  to  help  the  subcommittee  keep  its  schedule,  I  will  try  to 
keep  my  comments  as  brief  as  possible. 

Last  May,  our  chairman,  David  Fearheller  of  John  Nuveen  &  Co., 
appeared  before  the  subcommittee  during  your  consideration  of  the 
administration's  cost  containment  bill.  In  addition  to  outlining  our 
fears  about  the  effect  which  that  legislation  might  have  on  the  finan- 
cial markets  and  on  the  health  care  delivery  system  itself,  Mr.  Fear- 
heller had  this  to  say :  "We  of  the  Hospital  Financing  Study  Group 
have  made  a  commitment  to  support  rigorous  local  planning  in  order 
to  assure  that  only  those  construction  projects  which  meet  a  clear 
community  need  will  receive  financing." 

That  commitment,  which  remains  strong,  is  the  reason  for  my  being 
here  today,  to  share  with  you  the  views  of  the  health  care  financing 
community  on  the  health  planning  and  resources  development  amend- 
ments of  1978. 

We  are  pleased  to  see,  in  H.R.  10460,  amendments  to  the  planning 
law  which  will  help  to  fulfill  the  promise  of  competent  and  successful 
local  planning,  embodied  in  Public  Law  93-641.  Only  through  the 
efforts  of  these  planners,  familiar  with  the  needs  and  resources  avail- 
able in  their  own  areas,  and  generally  free  of  political  motives,  can  we 
gain  confidence  that  our  scarce  health  resources  will  be  applied  most 
efficiently  and  most  wisely.  Thus,  we  are  in  wholehearted  support  of 
this  bill's  addition  of  two  new  national  health  priorities:  first,  the 
retirement  of  unnecessary  health  care  facilities  and,  second,  the  con- 
tainment of  health  care  costs.  As  investment  bankers  to  the  hospital 
industry,  members  of  our  group  have  important  roles  to  play  in  help- 
ing to  achieve  both  of  these  goals.  Mr.  Chairman,  we  take  that  re- 
sponsibility very  seriously  and  therefore  expect  to  continue  our  close 
cooperation  with  the  local  planning  agency. 

A  principal  ingredient  added  by  H.R.  10460  to  achieve  the  goal  of 
retiring  unneeded  hospital  capacity  is  section  219(b).  That  section 
would  require  each  State  to  create  a  program  for  converting  appropri- 
ateness review  to  decertification  within  4  years.  In  effect,  an  institu- 
tional service,  or,  for  that  matter,  an  entire  institutional  provider  of 
health  services,  will  be  required,  under  these  State  programs,  to  dis- 
continue operations  if  the  services  are  found  to  be  inappropriate. 
Assuming  that  the  appropriateness  review  itself  is  professionally 
managed,  and  its  conclusion  fully  justified,  one  can  hardly  argue  with 
the  logic  and  effectiveness  of  such  an  enforcement  approach. 
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You  may  recall,  however,  that  the  Hospital  Financing  Study  Group 
was  vigorously  opposed  to  similar  decertification  authority  contained 
in  earlier  versions  of  what  became  Public  Law  93-641.  Our  opposition, 
then  as  now,  was  founded  upon  our  appreciation  of  the  effects  that 
such  a  provision  would  have  upon  the  security  of  long-term  debt,  par- 
ticularly tax-exempt  hospital  bonds,  which  are  used  to  provide  the 
majority  of  capital  for  the  hospital  industry.  Obviously,  a  bond  that 
matures  in  30  years  is  not  a  particularly  attractive  investment,  when 
the  hospital  which  provides  the  stream  of  revenue  securing  the  bond 
can  be  closed  by  quasi-governmental  action  at  any  time  prior  to 
maturity.  When  such  a  provision  was  suggested  in  1974,  the  bond- 
rating  j^encies  in  New  York  took  the  position  that  its  inclusion  in 
the  legiilation  would  force  them  to  stop  rating  hospital  bonds  entirely. 
In  short,  enactment  of  section  219  (b )  in  its  present  form  would  devas- 
tate the  market  for  hospital  bonds,  with  the  attendant  costs  inevitably 
showing  up  as  yet  further  fuel  for  the  health  care  inflation  which 
exists  today. 

Fortunately  there  is  a  compromise  between  the  good  sense  of  pro- 
viding a  means  for  retiring  unnecessary  facilities  and  the  need  for 
maintaining  a  viable  capital-raising  mechanism  which  is  both  prac- 
tical and  cost-effective.  The  compromise  is,  of  course,  to  provide  for 
retirement  of  the  debt  associated  with  facilities  that  are  decertified. 
That  approach  has  been  suggested  in  various  forms :  In  title  III  of 
this  subconmiittee's  H.R.  9717,  Senator  Talmadge's  S.  1470,  and  in  the 
Senate  version  of  the  planning  act  amendments,  S.  2410.  The  common 
element  among  these  legislative  proposals  for  dealing  with  excess 
capacity  is  an  appreciation  that  money  spent  to  make  facility  retire- 
ment a  practical  option,  will  be  repaid  many  times  in  operating  costs 
savings.  The  Hospital  Financing  Study  Group  urges  this  subcommit- 
tee to  complete  the  work  that  the  present  section  219  (b)  only  begins. 
That  is,  couple  the  authority  to  decertify  health  facilities  with  the 
responsibility  to  provide  for  the  debt,  equity,  and  other  closeout  costs 
associated  with  the  discontinued  services. 

In  drafting  the  necessary  additions  to  facilities  retirement  provi- 
sions of  this  bill,  I  would  offer  only  one  overriding  suggestion :  strive 
to  make  the  provision  as  fair  and  equitable  to  all  parties  as  is  possible. 
If  the  provisions  for  retirement  payment  do  not  compensate  for  all  of 
the  economic  disincentives  for  closure,  'elimination  of  excess  capacity 
will  meet  strong  resistance  from  all  of  the  parties  involved.  It  will  be 
tempting  to  save  dollars  now  by  skimping  on  the  funds  to  be 
made  available  for  facility  retirement,  but  the  incremental  costs  of  a 
fully  equitable  payment  system  will  be  more  than  offset  by  the  co- 
operation which  these  additional  funds  will  buy.  In  any  case,  a  fair 
system  for  absorbing  the  cost  of  retiring  unnecessary  facilities  could 
be  the  best  investment  of  scarce  funds  which  the  Government  can 
make  because  of  the  available  savings  in  operating  expenses. 

One  final  note  about  funding  these  retirement  payments  seems  in 
order.  Obviously,  because  of  medicare  and  medicaid,  the  Federal  Gov- 
ernment has  a  financial  stake  which  justifies  expenditures  aimed  at 
retiring  excess  capacity  and  creating  a  more  efficient  health  care  de- 
livery system,  but  the  savings  from  a  workable  decertification  pro- 
gram will  be  shared  by  other  third-party  payers  as  well.  We  have  all 
heard  a  great  deal  recently  from  Blue  Cross  and  other  health  insur- 
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ance  companies  about  their  efforts  to  deal  with  excess  capacity.  It 
seems  in  order  to  inquire  of  these  other  payors  whether  they  would 
participate  in  these  retirement  payments  to  the  same  extent  that  they 
are  likely  to  participate  in  the  savings.  Simply  asking  the  question 
may  go  a  long  way  toward  dividing  rhetoric  from  action. 

In  terms  of  our  own  action,  I  offer  this  subcommittee  the  expertise 
of  the  hospital  financing  community  in  the  process  of  drafting  and 
implementing  a  practical  and  affordable  system  for  achieving  the 
objectives  of  cost  containment  and  decertification  of  truly  excess 
hospital  capacity. 

Mr.  Chairman,  that  concludes  my  statement,  but  Mr.  Quinn  and  I 
would  be  happy  to  answer  any  of  your  questions. 

Mr.  Rogers.  Thank  you,  Mr.  Greene. 

Mr.  Florio? 

Mr.  Florio.  I  would  like  to  ask  Dr.  Gottlieb  a  question. 

In  this  fairly  extensive  study  that  you  and  your  organization  be- 
came involved  with,  was  there  any  discussion  or  exploration  of  the 
whole  question  of  physician  privileges  at  hospitals ;  and  the  feeling 
that  unlimited  privileges  at  a  hospital  may  very  well  assist  in  expedit- 
ing the  closing  of  unneeded  facilities?  Some  feel  the  whole  concept 
of  privileges  at  a  hospital  is  conducive  to  each  hospital's  attempting 
to  develop  its  facilities  to  the  fullest  extent  because  of  the  need  of  a 
physician  to  feel  that  his  hospital  should  be  a  total  care  unit.  If  we 
are  going  to  start  to  practice  a  higher  degree  of  coordination  then  mi- 
limited  privileges  would  be  a  facilitating  factor  in  having  hospitals 
cooperate  more. 

Mr.  Gottlieb.  Yes.  We  addressed  that  somewhat,  and  we  recognize 
that  that,  in  fact,  is  a  part  of  the  problem.  But  we  also  recognize  that 
the  medical  staff  privilege  system,  with  all  of  its  flaws,  is  one  of  the 
best  quality  control  mechanisms  that  we  have  in  the  whole  hospital 
field  and  part  of  the  question  is,  how  do  you  bring  the  two  kinds  of 
concerns  together. 

Marginal  hospitals  that  have  been  developed  and  maintained  in 
large  cities  of  the  type  we  are  talking  about  closing,  came  about  part- 
ly in  order  to  serve  marginal  physicians. 

Mr.  Florio.  Marginal  physicians  ? 

Mr.  Gottlieb.  Marginal  physicians.  And  the  question  is  how  can  we 
get  the  professional  community  to  address  the  problem  of  bringing  on 
to  the  medical  staff,  with  some  reasonable  degree  of  quality  control, 
those  physicians  who  would  be  displaced  if  you  reduced  capacity. 

Mr.  Florio.  When  you  say  "marginal  physicians,"  are  you  talking 
about  economically  marginal  physicians  or  quality  marginal  

Mr.  Gottlieb.  Quality  marginal  physicians. 

Mr.  Florio.  Do  you  think  that  is  really  the  role  of  a  hospital,  to  be 
determining  the  qualifications  of  a  physician  ?  Are  there  not  appropri- 
ate State  boards  for  that  sort  of  thing? 

Mr,  Gottlieb.  That  has  been  part  of  the  role  that  the  hospitals  have 
been  asked  to  assume  since  1918. 

Mr.  Florio.  By  whom  ? 

Mr.  Gottlieb.  When  the  first  standards  for  hospitals  were  set  by 
the  American  College  of  Surgeons. 

Mr.  Florio.  You  are  talking  about  an  internal  decision  of  the 
hospital  ? 
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Mr.  Gottlieb.  A  decision,  really,  of  the  whole  system  sometimes. 

Mr.  Florio.  In  a  sense  what  we  are  questioning  now,  I  suppose,  is 
the  system,  and  

Mr.  Gottlieb.  Yes,  we  are  questioning  that,  and  how  to,  in  a  reason- 
able way,  recognizing  the  practical  difficulties,  of  changing  the  system 
without  destroying  its  good  aspects. 

Mr.  Florio.  To  the  gentleman  with  regard  to  the  Michigan  legisla- 
tion, you  mentioned  the  necessity  because  of  the  constraints  of  time^ 
the  need  to  review  vacancy  levels,  and  the  whole  question  of  excess 
beds. 

Did  that  deal  with  beds  in  terms  of  the  total  hospital  operation,  or 
did  it  get  to  specialty  beds  as  well  ?  I  am  thinking  of  obstetrics,  for 
example,  the  fact  that  whether  a  hospital  should  have  any  beds  in  this 
area.  This  is  something  that  is  being  talked  about  around  the  country, 
and  I  was  just  wondering  if  your  legislation  addresses  the  need  to 
review,  not  the  totality  of  the  hospital  bed  facilities,  but  also  the 
specialized  beds. 

Mr.  Shelton.  Yes,  it  would.  The  bed-need  methodology  that  would 
be  used  in  the  criteria  that  would  be  approved  by  the  SHOC  would 
address  that  issue. 

Mr.  Florio.  How  long  has  this  piece  of  legislation  been  in 
operation  ? 

Mr.  Shelton.  We  have  been  working  on  it  for  a  little  over  a  year 
now. 

Mr.  Florio.  In  other  words,  the  bill  has  not  passed  ye;t  ? 

Mr.  Shelton.  The  bill  is  out  of  the  House  Appropriations  Commit- 
tee and  out  of  the  House  Public  Health  Committee.  It  was  supposed 
to  have  been  voted  on  the  Floor  last  Thursday  but,  because  of  a  bliz- 
zard, it  was  not. 

Mr.  Florio.  To  Mr.  Greene,  your  comments  sound  very  much  like 
the  policy  statement  that  the  American  Hospital  Association  puts 
forth  wth  regard  to  its  voluntary  plan  to  counteract  the  initiatives  in 
the  cost-containment  bill.  ^Vhat  I  am  making  reference  to  are  the  last 
two  or  three  paragraphs  in  the  statement  that  I  saw,  which  talks  * 
about  the  need  to  exert  political  pressure  on  the  Congress  to  enact 
legislation  that  would  provide  for  tax  credits  and  other  appropriate 
legislation  to  subsidize  the  costs  of  some  of  the  practices  that  hope- 
fully would  reduce  excess  bed  capacity  and  contribute  to  an  overall 
cost-containment  policy  by  the  hospitals  voluntarily,  without  the  need 
for  legislation. 

You  said  today  that  you  thought  that  it  was  appropriate  that  the 
Congress — I  assume  you  were  referring  to  the  Congress — enact  legis- 
lation that  is  designed  to  provide  for  reimbursement  to  the  bondhold- 
ers for  the  elimination  of  bed  capacity  that  was  secured,  or  rather  that 
the  bonds  secured  when  the  bonds  were  constructed. 

Do  you  feel  that  the  bondholders  or  the  bond  market,  should  be 
required  to  contribute  a  portion  of  the  costs  rather  than  exclusively 
going  to  the  public  sector  for  reimbursement?  It  seems  to  me  that 
somebody  made  some  bad  decisions  in  financing  excess  capacity,  and  if 
we  are  talking  about  the  private  market  and  the  risk  taking,  then 
maybe  it  mig'ht  not  be  appropriate  to  shift  the  entire  cost  over  to  the 
public  sector. 
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Mr.  Greene.  Congressman,  I  think  as  a  practical  matter,  you  have 
to  look  at  this  prospectively.  If  you  look  at  the  debt  market  as  a  spec- 
trum, section  219(b)  in  its  present  form  will  force  those  hospitals 
which  are  at  the  top  of  the  spectrum  to  pay  much  higher  interest 
rates  Bit  the  time  that  they  issue  new  debt.  And  most  of  those  hospitals 
in  the  spectrum  would  be  excluded  altogether  from  future  capital  fi- 
nancing. I  think  that  is  really  the  basis  of  what  we  are  talking  about, 
that  is,  the  prospective  effect  of  what  you  might  be  proposing  here. 

Mr.  Florio.  Well,  in  terms  of  quality  control,  now  we  have  talked 
in  terms  of  physicians  quality  control,  let's  talk  about  the  bond  mar- 
kets' quality  control. 

Is  that  not  going  to  result  in  some  quality  control  evaluation  in 
terms  of  the  market  and  what  it  is  going  to  finance  in  the  future?  The 
market  is  going  to  become  much  more  involved  in  seeing  whether 
something  is  going  to  be  questioned  at  a  later  point,  as  excess  capacity, 
and  as  in  the  past,  a  too  easy  flow  of  funding  that  was  not  as  scruti- 
nized as  perhaps  it  could  have  been.  Therefore  we  may  very  well  be 
building  into  the  system  the  responsibility  on  the  part  of  the  bond 
market  to  see  that  it  is  going  to  be  financing  things  that  are  beyond 
challenge  at  a  later  point. 

Is  that  not  a  secondary  consideration  that  may  be  of  some  value,  not 
only  to  the  market,  but  to  our  society  as  a  whole  ? 

Mr.  Greene.  Congressman.  I  think  you  must  understand  that  the 
lending  institutions  and  the  investing  public  are  not  required  to  par- 
ticipate in  the  hospital  financing  process.  If  they  perceived  that  the 
risks  associated  with  investing  their  money  are  being  substantially  in- 
creased— ^by  the  added  threat  of  decertification — then  they  may  well 
just  throw  up  their  hands  and  forego  participating  in  the  hospital 
ifinancing  process  altogether. 

Mr.  Florio.  Well,  is  that  not  the  impact  on  the  entire  market  ?  They 
are  not  required  to  take  part  in  any  aspect  of  our  market.  In  fact,  the 
evaluation  of  the  risk  is  something  that  I  assume  goes  on  in  a  continu- 
ing way. 

All  I  am  suggesting  is  that  apparently  in  the  past^  the  evaluation 
process  has  not  been  as  diligent  as  it  perhaps  should  be  and  if  we  want 
that  process  to  be  more  diligent.  From  the  standpoint  of  the  market 
as  well  as  from  the  standpoint  of  the  society  what  we  are  suggesting 
would  be  beneficial. 

Mr.  QuiNN.  May  I  say  something  about  that.  Congressman?  You 
are  right.  Investors  already  take  into  consideration  these  possible  con- 
tingencies in  the  bond  market.  Adding  the  threat  of  decertification 
without  full  compensation  would  just  be  a  question  of  paying  for  an 
additional  risk :  Either  not  being  eligible  for  market  bonds  at  all,  or 
having  to  pay  14  or  15  percent,  or  whatever  the  interest  rate  would 
be.  The  point  is,  adding  that  risk  would  just  escalate  our  costs  one 
more  notch. 

We  all  agree  that  some  sort  of  curtailment  of  hospital  construction 
is  in  order,  but  we  also  agree  that  there  has  to  be  some  construction  in 
the  future.  Everyone  agrees,  even  the  Secretary  of  HEW,  that  there 
has  to  be  some  construction.  That  has  to  be  financed  somehow.  If  it  is 
not  financed  in  the  bond  market,  it  is  going  to  be  financed  directly  by 
government  subsidy  or  government  grant.  So  there  has  to  be  some  way 
to  get  some  money  in  the  hospital  construction  area. 
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Mr.  Florio.  I  will  conclude  on  thai  point,  but  all  I  am  suggesting 
to  you  is  if  the  construction  which  is  desirable  from  this  point  for- 
ward is  desirable  from  all  standpoints — that  is,  medically  and  finan- 
cially— it  seems  to  me  that  the  market  is  going  to  be  able  to  obtain  a 
reasonable  rate  of  return  on  the  moneys  that  are  involved.  They  are 
going  to  now  be  much  more  diligent  in  evaluating  the  desirability  of 
that  construction  which  is  needed.  I  am  just  pointing  out  that,  in  the 
past,  I  do  not  think  that  degree  of  diligence  has  been  there,  or  else  we 
would  not  be  here  talking  about  excess  capacity. 

Mr.  Green  A  WALT.  May  I  respond  to  that,  sir  ? 

I  think  something  that  has  been  missed  in  your  questioning  is  that 
many  of  the  hospitals  in  the  country,  and  Michigan  in  partcular,  were 
built  or  were  expanded  during  a  period  of  time  when  bed  methodology 
said  we  were  underbedded.  As  recently  as  1970  in  Michigan  there  was 
a  finding  that  Michigan  had  too  few  beds  and  that  a  5-year  plan  was 
needed  to  build  more  beds. 

What  has  happened  in  Michigan  is  that  there  has  been  a  severe  re- 
duction in  length  of  stay  and  the  statistics  that  Mr.  Shelton  gave 
earlier,  that  we  have  gone  from  an  82-percent  occupancy  rate  to  a  75- 
percent  occupancy  rate  is  not  the  result  of  more  beds  being  built,  it  is 
a  result  of  fewer  patient  days,  it  is  a  result  of  technological  change 
and  a  lot  of  other  things  that  have  happened  in  utilization  review. 

I  do  not  think  it  is  that  kind  of  risk  that  a  bondholder  looks  at. 
There  is  no  way  to  anticipate  that  length  of  stay  may  drop  another 
day  in  the  next  4  or  5  years,  or  considerably  more  than  that,  and  that 
is  not  the  risk  that  the  bondholder  takes,  nor  was  it  an  expectation. 

Mr.  Florio.  I  suppose  really  what  I  am  saying  is  that  it  is  not  much 
more  different  than  a  bondholder  going  in  and  financing  a  manufac- 
turing plant  in  the  Northeast  where  we  no  longer  have  the  market  for 
the  particular  product.  I  just  do  not  see  the  difference  except,  in  the 
area  which  we  are  talking  about  now,  we  are  going  to  insure — in  fact, 
some  suggestions  were  adopted— that  there  be  some  subsidy  there  to 
buy  out  the  closing  of  the  excess  capacity. 

I  am  not  sure  that  there  is  that  much  difference  between  traditional, 
private  sector  operations  and  what  we  are  talking  about  in  terms  of 
capital  construction  in  the  hospital. 

Mr.  QuiNN.  Even  direct  subsidy  is  not  an  unprecedented  govern- 
ment policy  if  we  consider  the  railroads  or  the  steel  mills.  When  the 
Government  switched  its  policy  to  the  automobiles  from  the  railroads 
and  the  railroads  were  in  serious  trouble,  the  Government  was  forced 
to  provide  subsidies  to  keep  them  running. 

In  the  steel  mills — we  have  a  new  trade  policy.  The  steel  mills  are 
antiquated,  new  capital  has  not  been  put  in,  and  we  have  certain  poli- 
cies to  offset  some  of  our  trade  problems. 

Mr.  Florio.  I  am  not  sure  you  really  want  to  use  the  analogy  of  the 
railroads  to  the  Congress,  as  much  as  from  

Mr.  QuiNN.  Use  the  analogy  in  this  sense :  If  there  had  been  proper 
maintenance  and  construction  of  railroads  over  the  last  40  years,  they 
would  not  be  in  the  shape  they  are  in  now. 

If  we  stop  renovating,  modernizing,  and  maintaining  our  hospitals, 
a  very  few  years  down  the  road  we  are  going  to  be  in  the  very  same 
situation  the  railroads  are  in,  having  old,  rundown,  antiquated 
hospitals. 
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Mr.  Florio.  Thank  you,  Mr.  Chairman. 
Mr.  EoGERS.  Mr.  Waxman? 

Mr.  Waxman.  I  do  not  know  particularly  who  to  direct  this  ques- 
tion to,  so  whichever  of  you  wishes  to  respond.  Last  fall,  the  Institute 
of  Medicine  published  a  report  entitled  "Controlling  the  Supply  of 
Hospital  Beds."  It  cited  powerful  community  influences  to  build  new 
hospitals,  expand  old  ones,  and  resist  the  closing  of  unneeded  ones, 
regardless  of  their  efficiency  or  financial  viability. 

Among  these  influences  were  community  pride,  influential  sponsors 
of  hospital  expansion,  and  the  economic  attraction  of  a  large  hospital 
payroll  in  the  community.  Kobert  Claiborne  in  the  New  York  Times 
recently  pointed  out  additional  influences :  Local  bankers  like  to  make 
construction  loans,  contractors  and  construction  workers  want  the 
work. 

There  really  are  not  any  incentives  not  to  expand  hospitals. 

Do  we  know  that  the  health  systems  agencies  and  State  planning 
agencies  are  any  less  vulnerable  to  these  influences? 

Mr.  Shelton.  Maybe  I  could  take  the  first  crack  at  the  answer. 

The  legislation  that  we  are  attempting  to  pass  in  Michigan,  I  think 
will  deal  specifically  with  that  problem  because  it  requires  that  a  plan 
be  developed  based  on  criterion  guidelines  approved  by  the  statewide 
health  coordinating  council  which  will  identify  institution-specific 
hospitals.  They  will  be  identified  by  the  health  systems  agency  to  be 
phased  out  over  a  5-year  period,  either  through  mergers,  consolidation 
and  mergers,  or  closure. 

So  the  Michigan  legislation  would,*  I  think,  deal  with  that  problem, 
that  question. 

Mr.  Waxman.  Mr.  Gottlieb? 

Mr.  Gottlieb.  I  will  try  to  get  at  it.  Assuming  that  that  were  all 
true  that  you  read — and  I  do  not  agree  with  a  lot  of  it — the  fact  is  no, 
that  the  health  systems  agencies  and  the  State  agencies  are  not  any 
more  immune  to  those  influences.  Part  of  the  problem  is  that  you  are 
dealing  with  a  political  process,  with  a  substructure  of  support  for 
these  facilities,  an  economic  base,  a  contribution  to  the  economic  base 
of  the  community  that  is  very  real. 

People  have  a  strong  interest  for  a  variety  of  reasons  and  they  are 
going  to  use,  as  they  always  do,  whatever  means  they  can  to  try  to  get 
their  interest  served. 

It  is  very  difficult  to  stop  new  things  from  happening,  even  through 
this  process,  because  it  is,  after  all,  partly  a  political  process.  You 
have  a  technical  structure  defining  what  you  think  you  need,  and  then 
you  apply  it  to  the  political  process  and  you  see  how  it  comes  out. 

When  you  start  talking  about  closing  existing  facilities  or  reducing 
existing  capacity,  it  gets  that  much  tougher,  because  you  are  taking 
something  away  from  people  that  they  already  have.  You  cannot  talk 
about  full  employment  on  the  one  hand  and  laying  off  11,000  people 
on  the  other  and  not  have  a  serious  problem  which  you  are  going  to 
have  to  deal  with  through  the  political  and  economic  process. 

So  that  no,  they  are  not  immune.  You  have  just  added  a  much  more 
difficult  layer  if  you  add  to  their  role  the  authority  to  close  existing 
facilities. 

Mr.  Waxman.  Mr.  Gottlieb,  GAO  did  a  study  and  found  the  ap- 
proval rate  for  new  construction,  or  expansion  of  existing  facilities 
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was  92  percent,  even  with  our  health  planning  agencies  in  place.  Don't 
you  think  this  is  too'  high  a  rate  and,  if  we  give  them  the  power  to 
close  existing  facilities,  do  you  think  that  they  would  be  any  more 
vigorous  ? 

Mr.  Gottlieb.  I  do  not  know  whether  that  is  too  high  a  rate.  I  think 
that  all  of  us  would  have  to  look  at  what  was  considered,  what  the 
programs  were,  how  they  related  to  what  the  community  needs  and 
how  it  fit  into  the  community  decisionmaking  process  and  the  politi- 
cal process  of  the  State  and  then  maybe  we  could  decide  whether  it 
was  too  high  or  too  low.  It  might  even  be  too  low. 

Mr.  Waxman.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Of  course,  I  am  not  sure  we  have  too  much  to  judge, 
yet.  We  have  the  HSA's  which  have  just  been  in  existence  some  a  year, 
some  less.  Only  nine  have  really  been  certified  yet. 

So  perhaps  we  are  prejudging  what  has  happened,  or  what  may 
happen.  But  generally,  I  think  the  feeling  is  they  have  been  construc- 
tive, and  hopefully  they  can  do  a  good  job. 

I  think,  first  of  all,  the  committee  wants  to  express  its  thanks  to 
each  of  you  for  coming  here  on  such  short  notice  and  preparing  your 
testimony  to  help  us  and  I  think  your  experience  in  Michigan  will  be 
most  helpful  to  us,  and  the  bill  that  has  been  presented  for  enactment 
by  your  legislature  will  certainly  be  examined  by  this  committee. 

We  do  have,  in  the  cost  containment  legislation,  provisions  for  help- 
ing to  retire  debt  for  facilities  that  are  closed. 

Would  you  say  that  would  almost  amount  to  a  guaranteed  loan  ? 

It  would  almost  have  the  same  effect  ? 

So  that,  should  there  be  a  reduced  interest  rate  to  the  hospitals  in 
this  sector  when  the  Government  is  almost  guaranteeing  that  the  pay- 
off will  be  assured  and  that  you  will  not  have  any  substantial  loss  on 
your  money  

Mr.  Greene.  Well,  certainly,  Mr.  Chairman,  to  the  extent  that  there 
is  a  reduction  in  the  perceived  risk  of  the  investment,  the  interest  rate 
will  be  lower. 

Mr.  Rogers.  So  we  may  anticipate  a  lower  interest  rate  to  the  pub- 
lic, in  effect,  if  we  were  to  enact  such  a  program. 

Mr.  QuiNN.  But  it  does  not  guarantee  the  loan.  It  guarantees  that 
the  Government,  or  some  other  agency,  steps  in  and  says,  this  facility 
should  no  longer  be  in  existence,  that  the  debt  and  equity  associated 
with  the  facility  will  be  provided  for.  But  it  does  not  guarantee  that 
bankruptcy  cannot  happen,  nor  would  it  protect  against  any  other 
thing  in  the  current  marketplace.  That  risk  stays  present.  It  just  takes 
away  

Mr.  Rogers.  Well,  not  too  much,  if  it  is  an  excess  facility.  I  presume 
you  would  not  have  bankruptcy,  as  long  as  it  is  declared  excess  and 
you  pay  off  the  debt  for  it. 

Mr.  QuiNN.  Well,  so  long  as  there  is  the  tight  squeeze  on  Medicaid 
in  many  of  the  States,  in  that  the  payment  rates  are  less  than  what 
cost  is,  that  risk  of  bankruptcy  stays  real. 

Mr.  Rogers.  Well,  that  has  always  been  so,  has  it  not  ? 

Mr.  QuiNN.  I  am  just  saying  

Mr.  Rogers.  I  mean,  we  are  not  changing  that  situation. 
Mr.  QuiNN.  No,  we  are  not.  That  is  what  I  am  saying.  The  loan 
does  not  become  guaranteed ;  there  are  still  other  factors  
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Mr.  EoGERs.  Well,  the  payment  of  the  debt  becomes  almost  guaran- 
teed. 

Mr.  QuiNN.  Only  if  an  external  agency  steps  in  and  says  it  is  not 
needed. 

Mr.  EoGERs.  It  is  not  needed,  or  it  is  excess,  and  so  forth. 

Mr.  QuiNN.  But  if  the  market  says  it  is  not  needed,  or  whatever 
other  thing  happens,  that  part  is  not  taken  care  of. 

Mr.  KoGERs.  Well,  now,  what  do  you  do  now  if,  say,  you  had  a  hos- 
pital and  it  only  has  30  percent  or  40  percent  occupancy  ? 

Mr.  Greene.  In  the  normal  situation  where  there  is  not  decertifica- 
tion? 

Mr.  EoGERs.  Yes,  and  the  hospital  is  just  not  making  it. 
Mr.  GrREENE.  I  would  say  that  any  investors  in  that  hospital  would 
be  in  trouble,  Mr.  Chairman. 
Mr.  Rogers.  Well,  there  is  no  payment  of  the  debt  there,  is  there  ? 
Mr.  Greene.  No. 

Mr.  Rogers.  It  just  goes  out  of  existence. 

So  I  presume  this  is  some  guarantee,  for  the  most  part,  for  hos- 
pitals where  an  agency  has  the  responsibility  to  determine  excess 
capacity,  which  we  have  not  done  before.  Normally,  I  would  think,  if 
you  had  a  proper  capacity  and  the  hospital  is  operating  properly, 
then  this  is  almost  a  guaranteed  loan  for  debt. 

I  just  wanted  to  see  what  the  reaction  would  be. 

I  think,  to  accomplish,  as  you  say,  support,  you  almost  have  to 
have  some  mechanism  to  help  pay  debt  and  to  help  build  public  sup- 
port so  that  the  community  does  not  have  to  support  that  excess 
payment. 

Mr.  Florio.  Mr.  Chairman? 

Mr.  Rogers.  Yes. 

Mr.  Florio.  If  I  may,  just  on  that  one  point,  does  the  market  or  the 
bond  council  or  the  bondholders'  representatives  feel  any  need  or 
obligation  to  intervene  in  terms  of  internal  operations  of  hospitals? 

I  assume  that  the  money  was  put  forth  as  a  result  of  a  prospectus 
that  was  drafted,  and  the  expectation  was  that  the  hospitals  needs 
would  be  forthcoming  as  a  result  of  periodic  rate  increases  or  in- 
creases in  Medicare  payments  and  Medicaid  payments.  If,  those  in- 
creases have  not  been  forthcoming  to  handle  operating  expenditures 
and  capital  expenditures  as  well,  in  many  instances  they  have  not  been 
forthcoming  because  the  agencies  that  are  in  charge  of  the  approvals 
have  felt  that,  internally,  the  hospitals  have  not  done  what  they 
should  do  to  minimize  costs. 

The  hospitals  say  that  they  have  these  costs  that  are  going  up ;  the 
review  agency  is  saying  that  you  can  cut  those  costs,  and  therefore  we 
are  not  going  to  increase  in  amount. 

Does  the  bondholders,  the  fiduciaries  or  whoever,  feel  the  need  when 
rate  increases  are  not  approved  to  suggest  to  the  hospital  that  they 
undertake  some  cost-cutting  mechanisms  or  procedures? 

Mr.  Greene.  We  certainly  do  feel  a  very  strong  fiduciary  responsi- 
bility to  do  whatever  types  of  informal  action  we  possibly  can  to  see 
that  the  hospital  is  able  to  meet  its  obligations.  I  think  our  legal  reme- 
dies are  fairly  restricted,  but  we  certainly  do,  from  time  to  time,  when 
the  occasion  warrants,  go  to  the  hospital,  make  specific  recommenda- 
tions, and  talk  to  the  board  of  directors  in  our  capacity  as  bankers. 
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Mr.  Florio.  As  a  practical  matter,  though,  you  do  not  really  be- 
come involved.  Your  first  lien,  I  mean  your  obligation — ^the  hospital — 
every  hospital  that  I  have  talked  to  says  the  first  thing  we  have  to  do 
is  pay  our  interest  obligations.  If  we  have  to  start  cutting  back  on 
service  because  of  a  financial  crunch,  we  do  that. 

So  you  really  do  not  become  jeopardized  until  the  very  end.  They 
are  about  to  close  the  doors,  you  are  still  getting  your  payments. 

Mr.  Greene.  Most  financings  are  structured  with  some  type  of  rate 
covenant  so  that  hospital  revenues  must  be  generated  sufficient  to 
cover  the  debt  service  by  a  factor,  say,  of  20  percent,  or  something  of 
that  nature. 

As  long  as  they  are  in  conformity  with  that  rate  covenant,  we  have 
no  legal  remedy. 
Mr.  Florio.  Thank  you. 
Mr.  Rogers.  Dr.  Carter  ? 
Mr.  Carter.  Thank  you,  Mr.  Chairman. 

I  regret  that  I  was  not  able  to  be  here  during  a  part  of  the  session. 
I  have  many  farmers  and  constituents  here  with  different  financial 
problems  and  I  had  to  talk  with  them  for  quite  awhile. 

I  notice  most  of  you  gentlemen,  well,  some  of  you  are  from  New 
York  City,  is  that  correct  ?  And  some  of  you  are  from  the  Ford  Motor 
Company  and  Detroit,  where  you  have  an  excellent  health  plan,  I 
understand. 

What  does  your  health  plan  cost  per  person  per  year  ? 

Mr.  Shelton.  About  $450  million  

Mr.  Carter.  Per  person  ? 

Mr.  Shelton.  $2,000  per  person  per  year. 

Mr.  Carter.  $2,000.  It  is  not  over  that  ? 

Mr.  Shelton.  No,  sir,  that  is  it. 

Mr.  Carter.  That  is  a  pretty  good  expenditure. 

In  New  York  last  year,  or  during  the  past  year  or  so,  you  had  a 
closure  of  thirty  hospitals  and  2,000  beds.  How  much  has  that  saved 
your  state? 

Mr.  Greene.  I  do  not  have  those  figures,  sir. 

Mr.  Carter.  What  is  your  estimate  ? 

Mr.  Greene.  We  can  certainly  try  to  locate  them  and  present  them 
to  you  at  a  later  date. 

Mr.  Rogers.  That  will  be  furnished  for  the  record. 

[The  information  requested  was  not  available  to  the  subcommittee 
at  the  time  of  printing.] 

Mr.  Carter.  I  believe  $20,000  to  $30,000  is  supposed  to  be  saved  for 
each  hospital  bed  closed.  That  is  something  that  has  been  said  so 
much,  that  it  has  become  almost  accepted  as  an  absolute  truth.  How- 
ever, I  am  told  that  under  certain  conditions  it  is  not  correct,  and  I 
have  been  told  so  this  morning. 

For  instance,  in  one  of  your  hospitals  in  New  York  City,  a  certain 
number  of  beds  were  decertified  but  the  building  was  still  in  fair  con- 
dition. Would  you  want  to  do  something  with  those  extra  beds,  con- 
vert them  in  any  way  to  other  types  of  usage  ? 

Mr.  Greene.  Congressman,  1  am  going  to  perhaps  not  respond  to 
that.  I  do  not  feel  that  that  particular  question  is  within  my  area  of 
expertise  
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Mr.  Carter.  Yes,  yes,  surely.  That  is  a  little  bit  out  of  the  bond- 
holders' expertise,  I  guess. 

By  the  way,  suppose  we  have  a  federally-funded  hospital  in  your 
area,  partially  federally-funded,  and  perhaps  your  company  has  sold 
bonds  for  part  of  the  hospital  too,  to  raise  money  for  it,  and  after  10 
years,  this  hospital  is  decertified.  How  do  you  get  your  money  back,  if 
you  had  a  twenty  year  retirement  plan  for  your  bonds? 

Mr.  Greene.  If  that  were  the  case,  and  if  this  bill  passed  without 
the  suggestions  which  we  have  made  today,  our  investors  would  lose 
the  total  amount  of  their  investment  at  that  point. 

Mr.  Carter.  After  10  years,  even  though  the  hospital  is  decertified, 
the  hospital  may  be  liable  for  return  of  some  funds  to  the  Federal 
government  if  the  hospital's  assets  are  sold  to  a  for-profit  firm.  Is  that 
not  correct  ? 

According  to  the  law,  it  is. 

Thank  you,  gentlemen. 

Mr.  Rogers.  Thank  you  so  much  for  your  presence.  Your  testimony 
has  been  most  helpful  and  we  may  want  to  get  back  in  touch  with  you. 

Let  me  ask  you  this.  Is  Ford  Motor  Company  thinking  now  of  go- 
ing into  an  HMO  ?  We  hear  that  they  are  considering  that  possibility  ? 

Mr.  Shelton.  We  are  involved  with  twelve  HMO's  at  the  present 
time  and  are  looking  at  35  others,  but  I  think  you  are  referring  to  the 
feasibility  study  that  we  commissioned  in  the  Detroit  area  with  Kaiser 
Advisory  Services  where  we  are  studying  the  possibility  of  another 
community-based  HMO  in  the  Detroit  area. 

Mr.  Rogers.  I  think  Reynolds  has  done  this,  I  believe,  in  North 
Carolina. 

Mr.  Shelton.  Yes,  sir. 

Mr.  Rogers.  Thank  yo.u  so  much.  The  committee  is  grateful. 
The  last  witness  this  morning  will  be  Dr.  Sidney  Wolfe,  director  of 
Public  Citizens  Health  Research  Group. 

Dr.  Wolfe,  we  welcome  you  to  the  committee. 

STATEMENT  OP  SIDNEY  WOLFE,  M.D.,  DIRECTOR,  PUBLIC  CITIZENS 
HEALTH  RESEARCH  GROUP,  ACCOMPANIED  BY  TED  BOGUE, 
ATTORNEY 

Dr.  Wolfe.  Thank  you,  Chairman  Rogers.  With  me  is  Ted  Bogue, 
an  attorney  with  Public  Citizens'  Health  Research  Group  who  has 
been  very  active  for  the  past  couple  of  years  in  health  planning. 

Thank  you  for  the  opportunity  to  express  our  views  on  the  need  for 
changes  in  the  Federal  health  planning  program. 

Consumers  concerned  about  economic  waste  and  maldistribution  of 
resources  in  tlie  health  care  system  had  great  expectations  for  the  new 
Health  Systems  Agencies  created  by  Public  Law  93-341.  Those  hopes  | 
have  not  been  realized  because  of  continued  provider  domination  of 
the  health  planning  process  and  inexcusable  delay,  indecision  and 
timidity  by  HEW  in  implementing  the  program. 

I  was  glad  to  see  that  Mr.  Champion  yesterday  admitted  that  at 
least  up  until  now  there  has  been  "inexcusable  delay"  in  issuing  regu-  , 
lations.  Whether  it  will  change,  remains  to  be  seen. 
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Two  major  kinds  of  problems  with  HSA's  and  State  health  plan- 
ning and  development  agencies  have  become  painfully  apparent  since 
passage  of  the  Plamiing  Act  3  years  ago. 

First:  Public  participation,  support  and  accountability  have  been 
grossly  inadequate  in  most  HSA's  because  of  unrepresentative  and 
inadequately  trained  consumer  board  membei^  and  lack  of  community 
outreach,  which  are,  in  turn,  the  result  of  provider  and  professional 
domination.  State  agencies  are  even  less  accoimtable. 

Second :  Planning  agency  decisions  have  suffered  from  inadequate 
criteria,  lack  of  jurisdiction  and  power  over  some  kinds  of  expendi- 
tures and  delays  in  compliance  with  Federal  criteria. 

Some  of  the  amendments  contained  in  H.E.  10160  will  help  to  solve 
these  problems  and  are  consistent  wdth  suggestions  the  health  research 
group  previously  made  to  the  subcommittee.  For  example,  self -per- 
petuation of  HSA  governing  bodies  through  selection  of  new  members 
by  current  members  is  prohibited,  and  broad  participation  in  the 
selection  process  is  required.  The  requirement  for  open  meetings  and 
data  disclosure  is  extended  to  all  HSA  conmiittees  and  a  conflict  of 
interest  provision  for  HSA  board  members  has  been  added.  State 
agency  decisions  must  be  consistent  with  the  State  Health  Plan. 

State  certificate-of-need  programs  are  required  to  cover  major 
medical  equipment,  such  as  CAT  scaimers,  regardless  of  setting. 
States  are  required  to  develop  a  program  within  4  years  which  would 
decertify  any  services  which  are  f oimd  to  be  inappropriate. 

In  addition  to  these  improvements,  however,  there  are  provisions  in 
H.R.  10460  wliich  either  must  be  strengthened  or  are  actually  detri- 
mental to  the  interests  of  consimiers.  More  serious  is  the  complete  ab- 
sence of  badly  needed  major  amendments  proposed  by  us  and  other 
consumer  groups.  I  will  briefly  mention  several  of  the  most  critical. 
Our  written  statement  will  provide  more  details  on  other  drafting, 
changes  we  recommend,  and  the  full  written  statement  has  been 
submitted. 

One  :  Section  213.  which  requires  HSA's  for  the  first  time  to  develop 
a  program  of  support  for  members  of  the  HSA  governing  body  and 
committees  is  a  small  step  in  the  right  direction.  However,  this  amend- 
ment completely  ignores  two  crucial  facts  which  call  for  much 
stronger  action.  First,  there  is  a  huge  disparity  between  providers  and 
consumers  with  regard  to  both  their  interest  and  their  need  for  educa- 
tion. Most-  providers  already  have  access  to  well-financed  trade  associa- 
tions" and  are  represented  by  full-time  professionals,  Consiuners  have 
no  staff  and  no  background,  usually,  in  health  planning  concepts  and 
jargon. 

Second,  there  is  also  a  compelling  need  for  HSA's  to  educate  and 
encourage  activism  among  consumers  in  their  area  who  are  not  al- 
ready involved  in  the  HSA.  The  denunciation,  to  put  it  mildly,  suf- 
fered by  health  planning  because  of  the  recent  national  guidelines 
and  the  misinterpretation  of  them  would  not  have  occurred  if  the 
public  had  been  better  informed  about  health  planning. 

The  law  must,  therefore,  require  the  establishment  of  a  full-time 
consumer  support  staff  independent  of  the  providers  on  the  HSA 
board  and  with  a  substantial  and  irreducible  minimum  budget  to 
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educate,  assist  and  organize  consumers,  both  inside  and  outside  the 
HSA.  The  goal  should  be  to  provide  resources  for  consumer  advocacy 
at  least  equal  to  the  resources  already  used  for  provider  advocacy. 

Two :  HEW  has  broken  its  public  promise  to  publish  regulations  to 
define  the  meaning  of  "broadly  representative"  of  the  population  as  it 
applies  to  the  consumer  component  of  HSA  boards.  This  Subcommit- 
tee effectively  endorses  this  inaction  by  failing  to  amend  the  statutory 
language.  We  support  the  legislative  amendments  proposed  by  the 
Consumer  Coalition  for  Health  and  urge  that  HEW  be  required  to 
publish  proposed  regulations  within  thirty  days  of  enactment.  I  can- 
not believe  that  this  subcommittee  accepts  the  gross  underrepresenta- 
tion  of  low-income  consumers  and  women  which  has  predictably 
resulted  from  the  present  language  and  enforcement. 

Three :  Another  abuse  not  remedied  by  the  bill  is  allowing  provid- 
ers to  vote  for  consumer  candidates  in  HSA  general  elections.  In  sev- 
eral HSA's,  hospitals  and  employees  have  nominated  and  elected  their 
own  slate  of  handpicked  "consumers".  This  is  a  perpetuation  of  what 
we  have  seen  too  much  of,  namely  nominal  consumerism  that,  in  effect, 
puts  provider  candidates  under  consumer  banners. 

Four:  Although  both  HSA's  and  statewide  health  coordinating 
councils  are  required  to  have  consumer  majorities.  State  health  plan- 
ning and  development  agencies,  which  make  the  final  decisions  on 
certificate-of-need,  can  be,  and  often  is,  dominated  by  providers.  This 
completely  negates  the  concept  of  consumer  domination  and  inde- 
pendent decisionmaking  which  underlies,  or  supposedly  underlies. 
Public  Law  93-641. 

A  majority  of  the  State  agency  decisionmakers  must  be  consumers, 
or  nominated  by  consumers. 

Five:  The  Certificate-of-Need  requirements  still  have  loopholes. 
Federal  facilities  are  not  required  to  be  covered  despite  the  substan- 
tial amount  of  services  they  provide  to  local  residents.  Nor  are  closure 
of  services,  which  can  have  a  serious  adverse  impact  on  low-income 
patients.  HEW  should  also  be  given  the  authority  to  require  coverage 
of  equipment  purchases  that  are  less  than  $150,000,  but  have  a  major 
effect  on  operating  costs,  such  as  the  recent  evolution  of  so-called  low- 
cost  CAT  scanners  now  being  dumped  on  the  market  in  order  to  avoid 
the  planning  law,  and  fetal  monitors. 

Six:  Finally,  Congress  must  deal  with  the  problem  of  continued 
relatively  unregulated  purchases  and  construction  in  the  interim  peri- 
od until  State  programs  can  come  into  compliance  with  Federal  cri- 
teria. Mr.  Waxman  has  just  cited  the  recent  study  by  GAO  in  which 
92  percent  of  recently  proposed  expansion  or  construction  programs 
were  still  approved,  which  is,  I  think,  a  classic  example  of  how  much 
advantage  is  taken  by  grandfathering  and  other  kinds  of  provisions 
that  avoid  coverage  of  projects  which  are  already  planned. 

The  only  rseponsible  approach  is  to  declare  an  immediate  moratori- 
um on  all  nonemergency  capital  expenditures  until  the  State  is  in  full 
compliance,  followed  by  a  dollar  ceiling  on  annual  capital  expendi- 
tures. Otherwise,  the  health  care  industry  will  be  able  to  neutralize 
certificate  of  need  for  several  years  with  anticipatory  spending  before 
the  axe  falls. 
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I  would  like  to  add  just  one  further  comment  which  we  have  in- 
cluded in  the  full  written  remarks.  HSA's  should  not  be  allowed  to 
accept  funds  from  health  insurers  and  use  them  as  matching  Federal 
funds — section  208.  Wlien  insurers  are  controlled  by,  or  clearly  allied, 
at  the  least,  with  providers,  the  HS A  cannot  be  truly  independent. 

This  section  allows  providers  to  indirectly  do  what  they  are  pro- 
hibited from  doing  directly,  and  we  certainly  have  enough  evidence 
from  the  previous  imsuccessful  attempts  at  health  planning  under  the 
old  law  wherein  a  substantial  portion  of  the  income  for  planning 
agencies  was  provided  by  providers.  This  is  an  impossible  conflict  of 
interest. 

,  >  At  this  point  in  time,  it  cannot  be  said  that  the  health  insurance  in- 
dustry is  anything  other  than  a  banking  operation  for  providers  so 
that  to  allow  them,  as  opposed  to  the  "true  providers"  to  contribute  to 
the  income  to  HSA's,  we  do  not  believe  is  a  good  idea. 

Finally,  I  would  like  to  submit  for  the  record,  in  addition  to  these 
detailed  amendments,  a  copy  of  a  book  which  we  wrote,  which  has 
been  distributed  to  thousands  of  consumers  in  HSA's  and  which  we 
think  really  is  the  basic  issue  here.  The  book  is  called  "Trimming  the 
Fat  off  Health-Care  Costs:  A  Consumer's  Guide  to  Taking  Over 
Health  Planning." 

The  amendments  we  have  proposed  are  really  amendments  to  fa- 
cilitate what  is  long  overdue,  consumers  taking  over  health  planning. 

Thank  you  and  we  would  be  happy  to  answer  any  questions. 

[Testimony  resumes  on  p.  357.] 

[Attachments  to  Dr.  Wolfe's  prepared  statement  follow :] 
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PUBLIC  CITIZEN'S  HEALTH  RESEARCH  GROUP 
COMMENTS  ON  H.R.  10^60 
HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT 
AMENDMENTS  OF  1978 


The  Health  Research  Group  supports  the  following  amend- 
ments contained  in  H.R.  10460: 

1.  HEW  has  authority  to  limit  the  funding  and  functions 
of  fully  designated  HSAs   (§205).     This  authority  will  allow 
HEW  to  com.pel  HSAs  to  improve  their  performance  without 
threatening  termination — a  step  which  is  unlikely  ever  to  be 
taken. 

2.  Labor  unions  are  defined  as  major  purchasers  and 
thus  required  to  be  represented  on  HSA  boards   ( §209(a) ( 1) ) . 

3.  Self-perpetuation  of  HSA  boards  is  prohibited,  and 
HSAs  are  required  to  provide  for  broad  public  participation 
in  the  selection  process   (section  210).     This  will  eliminate 
one  of  the  chief  abuses  in  the  initial  composition  of  HSA 
boards . 

4.  The  requirement  for  open  meetings,  notice  of  meetings 
and  disclosure  of  data  is  extended  to  all  HSA  committees 
(§212(b)).     However,   the  burden  should  be  on  the  HSA  rather 
than  members  of  the  public  to  develop  a  mailing  list  of 
affected  persons  and  groups  who  v\fill  be  given  regular  notice 
of  meetings.     Also,  these  requirements  should  be  extended  to 
Subarea  Advisory  Councils  (which  are  not  generally  "appointed 
by"  the  board  or  executive  committee). 

5.  The  members  of  HSA  boards  and  committees  must  comply 
with,  a  conflict  of  interest  provision  (§2l4).     We  suggest, 
however,  that  past  conflicts  also  disqualify  members  from 
particular  cases,  i.e.,  the  language  should  be  "...with  which 
such  member  has  or  has  had  any ...  relationship . "     Loyalty  to 
an  Institution  continues  after  the  relationship  ends.  Also, 
the  relationships  should  include  "debtor"  and  "medical  staff." 
A  doctor  with  staff  privileges  at  a  hospital  does  not  fall 
within  any  of  the  stated  categories. 

6.  The  same  public  hearing  requirements  apply  to  the 
Annual  Implementation  Plan  as  to  the  Health  Systems  Plan 
(§2l6(e)). 

7.  The  requirements  in  §2l8(a)   for  annual  review  of 
the  progress  of  a  project  granted  a  certificate  of  need,  a 
specified  maximum  on  the  amount  of  capital  expenditure,  and 
consistency  with  the  State  Health  Plan  are  needed  improvements. 

8.  The  extension  of  mandatory  certificate  of  need 
coverage  to  all  major  medical  equipment  is  long  overdue 
(§1531(7)).     However,  in  order  to  eliminate  any  doubt  on  the 
matter,  we  recommend  that  it  be  made  explicit  that  non- 
institutional  settings  such  as  private  physician  offices  are 
included. 

9.  We  support  the  elimination  of  any  discrimination 
against  Health  Maintenance  Organizations   ( §2l8 (b ) ( 3) (B ) ) . 
However,  it  is  not  clear  under  what  circumstances  ambulatory 
facilities  are  covered.     Are  they  covered  if  built  by  a 
hospital  but  not  if  they  are  built  by  an  HMO  or  are  free- 
standing? 

10.     Section  218(b)(6)  replaces  a  needed  review  criterion 
on  efficiency  and  appropriateness  of  existin"^  facilities  which 
was  eliminated  by  HEW  from  its  regulations. 
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11.     Decertification  is  an  authority  which  state  agencies 
must  clearly  have  in  order  to  be  effective  (§219(b)).  How- 
ever, future  development  of  both  substantive  and  procedural 
criteria  must  carefully  prevent  discrimination  against  public 
and  inner  city  facilities  which  serve  the  poor. 

The  following  provisions  should  be  modified  to  strengthen 

them: 

1.  The  problem  with  the  non-metropolitan  residents 
language  changed  in  §209(b)(2)  is  not  the  percentage  but 
rather  the  definition  of  "non-metropolitan."     Residents  of 
remote  rural  underserved  areas  must  be  represented.  We 
recommend  that  "medically  underserved"  areas  as  defined  by 
HEW  have  mandatory  representation  (which  would  also  include 
inner  city  areas). 

2.  Section  209(d)(2)   concerning  which  family  members 
are  indirect  providers  should  include  every  relative  in  the 
provider's  household  whether  or  not  they  are  spouses. 

3.  As  noted  in  our  testimony,  HSA  support  for  consumers 
must  go  far  beyond  the  requirements  of  §213-     Consumer  board 
and  committee  members  must  have  special  access  to  their  own 
full-time  staff  independent  of  providers  and  the  HSA  technical 
staff.     This  consumer  staff  must  prepare  analyses  in  lay  terms 
of  the  pros  and  cons  of  particular  projects  under  review. 

Also,  the  consumer  staff  must  have  the  resources  and  be  required 
to  conduct  public  information  and  consumer  organizing  activities 
for  those  not  already  involved  in  the  HSA  to  compete  with 
provider  trade  associations. 

4.  While  we  have  no  objection  to  the  "batching," 
priority-setting  approach  to  review  contemplated  by  §2l8(b)(4), 
the  language  must  require  HSAs  to  actually  use  this  approach 

to  qualify  for  the  one-year  time  period.     Otherwise,  they 
should  be  limited  to  90  days. 

5.  Section  219(a)   should  allow  HEW  to  require  HSAs  to 
conduct  appropriateness  review  for  major  medical  equipment, 
such  as  CAT  scanners,  in  non-institutional  settings,  including 
physician  offices. 

There  are  several  provisions  we  oppose.     We  urge  that 
they  be  eliminated. 

1.  HSAs  should  not  be  allowed  to  accept  funds  from 
health  Insurers  and  use  them  as  matching  for  Federal  funds 
(§208) .     Where  insurers  are  controlled  by,  or  clearly  allied 
with,  providers,  the  HSA  cannot  be  truly  independent.  This 
section  allows  providers  to  indirectly  do  what  they  are 
prohibited  from  doing  directly. 

2.  Form.er  Indirect  providers  must  not  be  allowed  to 
become  consumers  as  soon  as  their  indirect  provider  status 
ends  (§209(d) (1) ) .     This  would  allow  the  Executive  Director 
of  a  county  medical  society  to  leave  that  position  and 
immediately  become  a  consumer  on  the  HSA  board.     To  the 
contrary,   the  waiting  period  should  be  extended  to  five 
years  . 

3.  Ownership  transfers  or  lease  arrangements,  even  those 
which  involve  no  change  in  services  or  capacity,  should  not 

be  excluded  from  mandatory  certificate  of  need  coverage 
(section  218(b)(3)(A)).     Who  owns  or  operates  a  facility 
can  have  a  major  effect  on  the  quality  and  appropriateness 
of  services  rendered,  especially  for  nursing  homes.  Planning 
agencies  must  have  the  authority  to  look  at  the  owner's 
record  in  other  facilities. 


318 


.     Section  225  provides  that  the  health  planning  amend- 
ments will  not  be  effective  until  a  year  from  enactment — 
mld-1979  at  the  earliest.     Most  of  the  changes  made  by  the 
bill  are  years  overdue,  and  there  Is  no  reason  to  allow  the 
problems  to  persist.     The  amendments  should  be  effective 
within  three  months,  with  exceptions  only  for  those  require- 
ments which  actually  require  time  to  Implement.     Most  of  the 
amendments  would  not  in  any  way  disrupt  the  ongoing  activities 
of  the  HSA .     Even  those  which  cannot  be  done  Immediately,  such 
as  training  for  board  members,  should  be  started  without  delay. 

5.     Loans  and  loan  guarantees  under  Title  XVI  should  not 
continue  to  be  available  for  construction  of  new  inpatient 
facilities   (§301(b)),  even  where  there  is  rapid  population 
growth  or  where  some  beds  have  been  closed.     All  regions 
now  have  some  excess  capacity  to  absorb  population  growth. 
There  is  virtually  no  possibility  of  closing  too  many 
hospital  beds  in  any  area. 

The  following  provisions  in  the  law  are  seriously  in  need 
of  amendment  but  are  completely  absent  from  the  bill: 

1.     As  noted  in  our  testimony,  HEW  has  failed  to  publish 
promised  regulations  defining  "broadly  representative"  of  the 
population  as  it  applies  to  the  consumer  component  of  HSA 
governing  bodies   ( §1512 ( b ) ( 3 ) ( C ) ( 1 ) ) .     No  mention  is  made 
of  -these  regulations  in  HEW  testimony  before  this  Subcommittee 
or  in  the  list  of  regulations  under  development.     The  failure 
of  this  Subcommittee  either  to  compel  HEW  to  issue  regulations 
or    to  amend  this  provision  in  the  statute  is  an  effective 
endorsement  of  the  current  composition  of  HSA  boards.  The 
extreme  and  pervasive  under-representation  of  women,  the 
poor,  the  medically  underserved,  and  those  with  special 
health  problems  completely  undermines  the  effectiveness  of 
and  support  for  most  HSAs.     It  is  imperative  that  Congress 
act  now  to  correct  this  problem  by  adopting  amendments 
similar  to  those  proposed  by  this  group,  the  Consumer  Coaltion 
for  Health,  and  legal  services  groups. 

2.  Section  210  concerning  selection  of  HSA  board 
members  should  prohibit  providers  from  being  eligible  to 
vote  for  consumer  candidates  in  a  general  membership  elec- 
tion.    Providers,  especially  hospitals,  have  "packed"  HSA 
elections  in  some  areas,  such  as  Los  Angeles  and  Arkansas, 
by  giving  their  employees  time  off  and  transportation  to 
polling  places  to  vote  for  "consumer"  slates  handpicked  to 
be  sympathetic  to  providers.     Consumers  should  not  represent 
provider  interests. 

3.  Section  212(b)  should  be  expanded  to  require  that 

all  HSA  committees  and  SACs  have  consumer  majorities.  (Section 
1512(b) (3) (C) (iv)  now  requires  HSA  committees  to  comply  with 
all  composition  requirements  "to  the  extent  practicable.") 
In  some  HSAs,   "technical"  task  forces  dominated  by  providers 
have  developed  Important  sets  of  review  criteria. 

4.  The  law  now  provides  no  way  for  consumers  to  appeal 
HSA  decisions  which  are  followed  by  the  State  Agency.  We 
recommend  that  any  person  who  has  given  oral  or  written 
testimony  or  voted  as  an  HSA  member  on  an  application  under 
review  have  standing  to  appeal  the  decision  to  the  State 
reviewing  body.     Otherwise,  there  is  no  way  for  anyone  to 
challenge  an  arbitrary  approval  of  an  unnecessary  project 
where  the  HSA  and  the  SHPDA  agree . 

5.  State  agencies,  which  make  final  certificate  of 
need  and  appropriateness  review  decisions,  are  not  required 
to  have  consumer  majorities.     The  individual  or  group  which 
makes  the  decision  is  often  dominated  by  providers.  We 
recommend  that  the  SHPDA  decision-makers  have  a  majority 
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consumers  or  nominated  by  consumers  and  that  they  be  appointed 
for  fixed  terms  rather  than  serve  at  the  pleasure  of  the 
Governor. 

6.  We  have  proposed^  that  HSAs  and  State  agencies  pay 
the  costs  of  Intervention  for  consumer  groups  which  are 
technically  qualified,  have  no  vested  Interest,  and  are 
otherwise  unable  to  afford  to  prepare  analyses  of  projects 
under  review. 

7.  As  noted  In  our  testimony,  there  ought  to  be  a 
moratorium  on  non-emergency  capital  expenditures  until  States 
are  in  full  compliance  with  certificate  of  need  requirements 
and  have  completed  their  State  Health  Plan  and  State  Medical 
Facilities  Plan.     After  that,  there  should  be  a  dollar 
celling.     This  is  similar  to  the  approach  taken  in  the  Hospital 
Cost  Containment  bill  which  was  approved  by  the  Senate  Human 
Resources  Committee  last  year. 

8.  There  are  still  several  gaps  in  mandatory  coverage 
under  State  "certificate  of  need  programs.     Federal  facilities 
are  entirely  excluded.     It  is  discriminatory  to  cover  other 
facilities  which  serve  out-of-area  residents  and  provide 
specialized  services   (e.g.,   children's  hospitals)  and  exclude 
those  operated  by  the  Federal  government.     At  a  minimum, 

the  Federal  agency  should  have  to  provide  public,  detailed, 
written  justification  for  not  following  an  HSA  or  SHPDA  plan- 
ning decision. 

Closure  of  services,  either  voluntarily  through  Incentive 
payments  or  by  decertification,  should  be  reviewed  by  HSAs 
and  State  agencies  according  to  strict  criteria  which  assure 
that  public  and  inner  city  hospitals  are  not  discriminated 
against  and  low-incom.e  patients  are  not  denied  access  to 
necessary  services. 

Finally,  HEW  should  be  given  authority  to  require  review 
of  equipment  which  doesn't  meet  the  capital  expenditure 
threshold  but  nevertheless  has  a  major  Impact  on  operating 
costs.     (Such  a  provision  was  considered  during  markup  of 
the  Hospital  Cost  Containment  bill  in  this  Subcommittee  last 
year.)     Examples  are  the  CAT  scanners  now  being  marketed  for 
less  than  $150,000  and  fetal  monitors. 
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INTRODUCTION 

This  Handbook  is  about  the  role  of  consumers  In  the  health 
planning  agencies,  called  Health  System  Agencies  or  HSAs,  created 
by  the  National  Health  Planning  and  Resources  Development  Act  of 
197^,  popularly  known  as  Public  Law  93-641.     What  Is  health  plan- 
ning and  why  should  consumers  spend  time  and  energy  participating 
in  It?    Why  not  leave  health  planning  to  the  "experts" — doctors 
and  hospital  administrators?    In  fact,  consumers  have  much  to  gain 
by  being  active  in  health  planning  and  much  to  lose  by  letting 
others,  especially  providers , make  planning  decisions. 


Health  Care  Costs  You  Much  More  Than  You  Think 

Health  planning  can  have  a  significant  effect  on  health  care 
costs.     Families  are  now  forced  to  spend  a  significant  part  of  their 
income  to  obtain  health  care.     During  fiscal  year  1975,  total 
national  health  care  expenditures  were  $ll8.5  billion.     The  total 
has  now  risen  to  a  figure  in  the  neighborhood  of  $1^*0  billion  a  year. 
This  means  that  the  median  annual  family  expenditure  on  health  care 
is  probably  in  the  range  of  $l800  to  $2000,  which  represents  roughly 
13-1^155  of  the  current  median  annual  family  income  of  about  $14,000. 
In  other  words,  a  typical  family  spends  about  one  dollar  out  of  every 
seven  or  eight  it  earns  in  income  to  buy  health  care.     Psimlly  wage- 
earners  have  to  work  about  seven  weeks  each  year  just  to  pay  the 
health  care  bills  for  themselves  and  their  dependents.     And  the  Impact 
increases  as  family  Income  goes  down;  low-income  workers  have  to 
spend  a  much  higher  percentage  of  their  Income  for  health  care. 
Equally  disturbing  is  the  rate  at  which  health  costs  are  increasing. 
For  the  past  twenty  years,  health  costs  have  been  increasing  much 
faster  than  your  Income  and  thus  taking  a  bigger  and  bigger  bite  out 
or  your  paycheck. 

Most  families  do  n9t  realize  how  much  they  actually  are  paying 
for  health  care  because  most  health  expenditures  are  indirect.  You 
very  seldom  pay  out-of-pocket  for  health  services  when  you  receive 
them,  as  you  do  for  groceries  and  other  family  expenses.  Besides 
direct  cash  payments,  you  pay  health  insurance  premiums,  which,  if 
you  are  a  member  of  an  employee  group  plan,  are  usually  deducted  from 
your  pay  check  before  you  receive  it.     Other  health  care  costs  are 
even  more  hidden.    When  employers  pay  for  part  or  all  of  your  health 
Insurance,  the  cost  to  them  will  either  be  taken  out  of  your  wages 
and/or  added  to  the  prices  of  the  employer's  products.  Employee 
health  care  costs  also  add  to  the  prices  of  the  other  consumer  pro- 
ducts you  buy.     Finally,  a  substantial  percentage  of  the  taxes  you 
pay — Federal,  state,  and  local — is  used  to  purchase  health  care 
services  or  fund  other  health  programs.     Thus,  every  penny  that  is 
spent  for  health  care  ultimately  comes  out  of  your  pocket  end,  as 
mentioned    above,  the  total  annual  cost  to  you  and  your  family  is 
likely  to  be  about  $2,000  a  year. 
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The  Billions  Wasted  by  Providers  Make  Your  Premiums  Rise 

How  can  health  planning  reduce  the  amount  you  have  to  pay  for 
health  care  without  Impairing  the  quality  of  the  services  you  need? 
To  appreciate  the  cost-saving  potential  of  health  planning,  you 
must  first  understand  why  health  costs  are  so  high  and  going  up  so 
fast.     The  fact  Is  that  much  of  the  l40  billion  dollars  we  are  now 
spending  annually  on  health  care  is  wasted.     For  Instance,  the  U.S. 
now  has  nearly  a  million  general  hospital  beds.     On  an  average  day 
fully  a  quarter  of  these  million  beds  sit  empty.     A  hospital  bed 
now  costs  about  $70,000  to  build.     Maintaining  an  empty  bed  costs 
about  $20,000  per  year — at  least  half  as  much  as  maintaining  an 
occupied  bed.     If  150,000  of  the  250,000  empty  beds  were  eliminated 
(which  would  still  allow  100,000  beds — about  12%  of  the  total — to 
be  available  for  turnover  and  emergencies),  $3  billion  per  year 
would  be  saved  nationwide  and  you  would  pay  about  $85  less  for  an 
average  hospital  stay. 

And  this  saving  is  only  the  "tip  of  the  Iceberg".     As  long 
as  there  are  plenty  of  surplus  hospital  beds,  doctors  will  tend  to 
inappropriately  hospitalize  many  of  their  patients.     A  substantial 
percentage  of  the  patients  occupying  the  other  750,000  hospital  beds 
each  day  don't  need  to  be  there.     Their  hospitalization  is  either 
completely  unnecessary  or  has  been  extended  too  long:  or  their  care 
could  have  been  provided  more  cheaply  in  a  nursing  home  or  in  an 
outpatient  setting.     In  HRCs  book,  the  $8  Billion  Hospital  Bed 
Overrun,  it  was  estimated  that  at  least  a  third  (and  perhaps  as 
many  as  one  half)  of  all  hospital  patient  days  could  be  saved  by 
more  appropriate  utilization  of  hospitals .     The  dollar  savings  from 
such  reduced  hospitalization  would  be  two  or  three  times  as  great  as 
the  saving  from  eliminating  idle  beds.     The  two  together  could 
potentially  save  the  average  family  between  one  and  two  hundred 
dollars  a  year  in  health  care  costs. 

There  are  also  other  unnecessary  health  care  costs.     Many  of 
the  services  provided  to  hospital  patients  may  not  be  needed,  and/or 
may  cost  patients  too  much.     Because  of  their  desire  to  attract  or 
keep  medical  staff  members  and  to  enhance  the  reputation  of  their 
institution,  hospital  administrations  buy  high-technology  equipment 
and  facilities,  such  as  $500,000  CAT  scanners  and  open-heart  surgery 
units  which  they  don't  need  or  could  share  with  other  hospitals. 
The  cost  of  buying  and  maintaining  such  unnecessary  equipment  must  be 
added  to  the  bills  of  patients  on  whom  it  is  used  and/or  to  the 
bills  of  all  the  patients  in  the  hospital  and,  of  course,  adds  to 
your  health  Insurance  premium.     Ironically,  patients  who  receive 
unnecessary  procedures  using  this  equipment  are  sometimes  charged  so 
much  that  hospitals  and  doctors  are  able  to  not  only  pay  for  the 
machine  but  also  make  a  profit. 
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Consvuner  Health.  Planning  Can  Save  You  Money  and  Improve  Care 

These  examples  are  not  the  only  kinds  of  waste  in  the  health 
care  delivery  system.    They  are  discussed  to  Illustrate  that  a 
significant  part  of  your  health  care  dollar  is  being  spent  on  facil- 
ities and  equipment  which  do  not  improve  the  treatment  of  patients 
and  thus  have  no  effect  at  all  on  people's  health.    In  a  better 
planned  and  organized  and  more  efficient  health  care  system,  your 
family  could  save  hundreds  of  dollars  a  year  on  health  care  bills, 
not  only  in  lower  health  insurance  premiums  but  also  in  higher 
wages  and  smaller  increases  in  taxes  and  prices,  without  any 
reduction  In  the  quality  or  accessibility  of  needed  services. 

An  equally  important  reason  for  getting  involved  in  health 
planning  is  to  improve  the  primary  care  services  in  your  area.  Many 
people,  particularly  those  in  medically  underserved  inner  city  and 
rural  areas,  have  trouble  obtaining  good  quality  preventive  and 
ambulatory  care  services  despite  the  billions  of  dollars  being  spent 
on  health  care.     Too  much  of  your  premium  money  and  taxes  is  spent 
on  fancy  medical  centers,  more  hospital  beds,  and  sophisticated 
equipment  and  too  little  is  spent  on  community  outpatient  facilities. 


Providers  Have  Flunked  the  Health  Planning  Test 

What  will  Health  Systems  Agencies  (HSAs),  particularly  their 
consumer  members,  be  able  to  do  about  all  this?    Before  discussing 
the  powers  of  HSAs,  it  may  be  helpful  to  briefly  discuss  the  history 
of  health  planning  in  the  U.S.  leading  up  to  the  passage  of  the 
Federal  law  which  created  HSAs. 

Local  hospital  organizations  recognized  as  long  as  50  years  ago 
that  cooperation  among  hospitals  in  a  local  area  might  be  helpful  in 
dividing  up  the  patient  market  among  the  facilities  so  that  each 
could  do  a  reasonable  amount  of  business.    However,  the  first  gov- 
ernmental involvement  in  health  "planning"  did  not  come  until  after 
World  War  II  with  the  Federal  Hill-Burton  Act.     Though  this  law  was 
primarily  and  successfully  designed  to  provide  Federal  funds  for  the 
construction  of  more  and  bigger  hospitals,  the  state  agencies  which 
administered  the  program  had  to  develop  a  plan  based  on  public  need 
to  determine  which  areas  and  which  facilities  would  get  the  Federal 
money.     The  Federal  government  and  the  hospital  Industry  in  the  late 
fifties  and  early  sixties  made  noises  and  published  reports  about  the 
need  for  hospital  planning  but  little  happened  until  the  mid-sixties 
when  Federal  legislation  launched  the  Regional  Medical  Program  (PIMP) 
and  the  Comprehensive  Health  Planning  (CHP)  program.     RMPs  were 
initially  designed  to  bring  new  medical  breakthroughs  In  treating 
cancer,  stroke,  and  heart  disease  to  local  communities  and  CHPs 
were  supposed  to  bring  about  a  "Partnership  in  Health"  between  pro- 
viders and  consumers,  which  would  result  in  a  more  rational,  more 
responsive  delivery  system.     The  failure  of  either  of  these  programs 
to  achieve  their  goals  is  discussed  throughout  this  report,  but 
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suffice  It  to  say  here  that  RMPs  and  CHPs  have  usually  been  con- 
trolled by  providers  and  have  uniformly  failed  to  prevent  hospitals  . 
from  overbuilding,  duplicating  services,  and  buying  unneeded, 
expensive  equipment.    Planners  also  were  unsuccessful  in  encour- 
aging the  development  of  adequate  primary  care  in  underserved  areas. 

As  health  care  costs  soared  upward  after  the  passage  of  Medicare 
and  Medicaid  in  1965,  bureaucrats  and  politicians  became  convinced 
that  the  health  Industry  had  to  be  regulated  as  well  as  financed 
by  the  government.    In  the  early  seventies,  many  states  passed 
"certificate  of  need"  laws,  which  required  a  state  agency  to  certify 
that  hospital  construction  was  needed  before  a  facility  could  be 
built  or  expanded.    In  1972  Congress  passed  legislation,  which  estab- 
lished a  Federal  certificate  of  need  program  (called  the  "1122" 
program)  under  which  states  could  prevent  a  facility  from  getting 
Medicare  and  Medicaid  reimbursement  for  unnecessary  capital  expen- 
ditures. (These  certificate  of  need  programs  usually  employed  CHP 
agencies  for  local  review) .     The  same  law  created  Professional 
Standards  Review  Organizations  (PSRO),  which  are  supposed  to  prevent 
unnecessary  hospitalization  under  Medicare  and  Medicaid.  Some 
states  established  rate-setting  commissions  for  health  care 
facilities  to  determine  how  much  the  state  and  Federal  governments 
and  sometimes  health  Insurance  companies  as  well  could  pay  for 
various  health  services.    Despite  all  these  attempts  at  regulation 
hospital  building  and  buying  has  continued  almost  unabated.  The 
niunber  of  hospital  beds  is  still  increasing  faster  than  the  popula- 
tion; the  cost  of  health  care,  and  especially  hospital  care,  con- 
tinues to  increase  much  more  rapidly  than  other  prices.    The  flow  of 
consumer  dollars  to  health  providers  has  hardly  been  interrupted. 
And  many  areas  still  suffer  from  grossly  Inadequate  primary  and  ambu- 
latory care.    The  providers  may  be  doing  more  paperwork,  but  there 
is  no  evidence  that  consumers  are  getting  better  health  care  for 
their  additional  dollars. 


The  Health  Systems  Agency;    A  Potential  Source  of  Consumer  Power 

Because  of  the  failure  of  CHP  and  RMP  to  "rationalize"  the 
delivery  system.  Congress  in  197^  decided  to  revamp  the  health 
planning  structure.     The  National  Health  Planning  and  Resources 
Development  Act  of  197^  (Public  Law  93-641)  replaced  RMP  and  CHP 
agencies  with  the  Health  Systems  Agency  (HSA)  at  the  local  level 
(which  generally  covers  larger  areas  than  the  old  CHP  units)  and 
a  State  Health  Coordinating  Council  (SHCC)  and  State  Health  Plan- 
ning and  Development  Agency  (SHPDA)  at  the  state  level.  The 
SHPDA  must  administer  a  certificate  of  need  program  based  on 
recommendations  from  HSAs.    HSAs  must  prepare  a  Health  Systems 
Plan  (HSP)  and  Annual  Implementation  Plan  (AIP),  which  will 
become  part  of  the  State  Health  Plan  (SHP)  approved  by  the  SHCC. 
The  HSA  will  also  review  and  approve  or  disapprove  each  proposed 
use  of  Federal  funds  for  health  progrsuns  in  its  area  and  make 
recommendations  as  to  whether  facilities  are  being  appropriately 
utilized.     Both  the  HSA  smd  the  SHCC  must  have  consumer  majorities. 
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The  definition  of  "provider"  has  been  considerably  broadened  and 
HSAs  are  prohibited  from  accepting  funds  from  providers  or  groups 
of  providers.     Finally,  there  is  a  greater  emphasis  under  PL  93-641 
on  public  notice  and  hearings,  open  meetings,  and  public  disclosure 
of  information.     At  least  on  paper,  HSAs  are  required  to  make  their 
decisions  openly  and  are  designed  to  prevent  domination  by  providers. 

HSAs  give  consumers  the  opportunity  to  stop  the  waste  of 
their  insurance  premiums  and  to  change  the  way  in  which  health 
care  is  delivered  in  their  community.     Much  of  the  HSA's  power  is 
negative — it  can    recommend  against  the  construction  or  expansion 
of  a  facility,  the  offering  of  a  new  service,  or  the  funding  of  an 
applicant  for  a  Federal  grant.     Through  effective  use  of  these 
powers,  consumers  can  save  Insurance  and  tax  dollars  which  otherwise 
would  be  spent  on  wasteful  construction  and  expensive  machines  of 
little  or  no  benefit  to  patients.    While  the  HSA  cannot  directly 
build  facilities  or  fund  services,  it  can  have  great  influence  on 
the  nature  and  manner  of  delivery  of  services  offered  in  its  area. 
It  can  put  conditions  on  its  approval  of  proposals  related  to 
appropriate  utilization,  provision  of  care  to  the  medically  under- 
served,  sharing  of  equipment  and  facilities,  reporting  of  data,  etc. 
When  the  HSA  disapproves  a  proposal,  it  can  suggest  how  the  proposal 
could  be  changed  to  satisfy  its  criteria.     It  can  offer  technical 
assistance  and  make  grants  to  groups  wishing  to  develop  such 
projects  as  neighborhood  health  centers,  health  maintenance  organ- 
izations, or  health  education  programs.     In  short,  by  combining  its 
legal  authority  with  assistance  to  those  trying  to  Inprove  health 
services,  a  consumer-run  HSA  can  redirect  the  flow  of  consumer 
dollars  away  from  wasteful,  high  technology  facilities  and  services 
toward  improving  less  costly  primary  care  and  return  the  savings 
to  the .consumer' s  pocket. 

As  indicated  by  the  discussion  of  the  history  of  health  planning, 
physicians  and  hospitals  have  always  dominated  health  planning,  even 
after  CHP  agencies  were  required  to  have  consumer  majorities.  The 
"expertise"  of  providers  has  clearly  not  resulted  in  an  efficient, 
effective,  responsive  delivery  system.     Provider  control  of  the 
health  care  system  is  the  problem,  not  the  solution.     The  public  has 
been  willing  to  accept  a  degree  of  "self-regulation"  in  the  health 
care  industry  which  it  would  not  tolerate  in  other  sectors  of  the 
economy.    Having  providers  sit  on  the  boards  of  agencies  which  have 
regulatory  authority  over  them  is  like  having  airline  executives 
sit  on  the  Civil  Aeronautics  Board,  which  determines  airline  rates, 
or  a  utilities  executive  sit  on  a  state  utilities  commlssloa.  Thus 
the  "partnership  in  health"  concept  is  tantamount  to  saying  the 
health  care  industry  should  not  be  regulated  at  all.    The  fact  that 
most  hospitals  are  non-profit  and  theoretically  produce  services 
which  are  "good"  for  people  does  not  mean  that  providers  will  not 
pursue  their  own  private,  special  interests.     Doctors,  hospital 
administrators,  and  hospital  directors  are  as  motivated  by  the  desire 
for  prestige,  power,  and  financial  advantage  as  other  economic 
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Interests.    Only  occasionally  do  these  incentives  coincide  with 
maximizing  health  benefits  per  dollar  for  consumers. 

In  the  past  health  consumers  have  had  no  more  power  over  the  cost 
and  delivery  of  health  services  than  individual  workers  had  over 
their  wages  and  working  conditions  before  they  unionized.  Accord- 
ingly, health  planning  must  now  be  viewed  as  an  adversarial  process, 
not  a  partnership.     Employers  paid  little  attention  to  employee 
grievances  until  workers  had  the  right  and  the  willingness  to 
strike.     Likewise,  the  responsiveness  of  health  providers  to  consumer 
complaints  about  cost  and  quality  will  never  go  beyond  public 
relations  until  consumers  are  willing  to  use  the  health  planning 
process  to  challenge  provider  waste  and  insensitivity . 

This  handbook  is  being  sent  to  labor  unions  who  have  made 
efforts  to  improve  services  and  control  costs  for  their  health  plan 
beneficiaries  and  to  all  designated  HSAs  and  State  Health  Planning 
and  Development  Agencies  as  well  as  to  individual  consumers  and 
consumer  groups.     We  regard  it  as  the  responsibility  of  all  these 
groups  to  be  aggressive  consumer  advocates  in  the  health  planning 
process.     Consumers  and  unions  have  an  obvious  stake  in  the  cost 
and  quality  of  health  care  but  are  only  beginning  to  make  their 
influence  felt.     While  many  if  not  most  professional  health  planners 
have-  taken  seriously  their  responsibility  to  serve  the  public,  they 
also  have  usually  been  hampered  by  a  lack  of  resources,  data,  legal 
authority,  and  political  support  in  their  efforts  to  improve  the 
health  care  system.     Planners  will  already  be  familiar  with  most  of 
the  legal  requirements  and  planning  issues  and  problems  discussed  in 
this  report.     However,  we  think  it  is  important  for  planners  to  read 
the  report  to  remind  themselves  how  much  consumers  have  to  learn 
and  how  planners  should  be  working  with  and  educating  them.  Planners 
in  turn,  need  the  support  of  consumers  on  their  board,  especially 
in  opposing  unmeritorious  provider  proposals,  and  consumers  are 
dependent  on  planners  to  inform  them  about  technical  Issues  and 
provide  them  with  data.     In  other  words,  unions,  planners,  and 
consumers  have  much  to  gain  and  nothing  to  lose  by  working  together 
to  compel  providers  to  eliminate  waste  and  improve  their  delivery  of 
services. 
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WHAT  CONSU^ERS  SHOULD  BE  .DOrNG  NOW 

By  the  time  you  read  this  report.  Health  Systems  Agencies  (HSAs) 
will  have  been  designated  by  HEW  In  every  health  service  area  In  the 
United  States  (with  the  possibility  of  a  few  Inexcusable  exceptions). 
Many  of  you  have  already  been  Involved  to  various  degrees  In  the 
formation  of  the  HSA.     In  a  few  exciting  cases,  you  may  actually  be 
running  the  show.     Unfortunately,  we  know  that  some  of  you  were 
unsuccessful  In  getting  a  truly  consumer-oriented  agency  designated. 
But  regardless  of  how  sympathetic  (or  unsympathetic)  your  HSA  Is  now 
to  consumers  and  consumer  Interests,  the  opportunity  for  making  the 
HSA  accountable  to  the  public  is  not  yet  lost.     For  at  least  one 
year  and  possibly  two  years  from  the  date  of  designation,  the  HSA 
will  be  only  conditionally  designated. 

The  Governor,  the  Statewide  Health  Coordinating  Council  (SHCC), 
and  the  HEW  regional  office  will  be  taking  a  look  at  the  performance 
of  the  HSA  before  it  can  be  fully  designated.     It  is  essential  that 
consumers  closely  monitor  the  operation  of  the  HSA  during  the  condi- 
tional period  to  assure  that  it  at  least  lives  up  to  all  the  obliga- 
tions to  consumers  imposed  upon  it  by  the  Federal  statute.  Federal 
regulations,  and  its  designation  agreement  with  HEW.     The  HSA  should 
go  far  beyond  these  minimum  criteria  in  the  direction  of  consumer 
accountability . 

The  single  most  important  factor  to  bear  in  mind  In  dealing 
with  your  HSA  is  one  of  attitude.     Consumers  should  not  Just  be 
participating  in  health  planning;  they  should  be  doing  the  planning 
themselves.     The  HSA  staff  should  be  working  for  you — not  for  the 
government  and  certainly  not  for  the  providers.     The  providers 
should  be  represented  in  the  HSA  only  for  the  purpose  of  facilitating 
the  flow  of  information  to  the  public  and  defending  their  actions  and 
proposals  in  terms  of  how  beneficial  they  are  to  you — the  health 
consumer  and  taxpayer.     In  other  words,  consumers  should  be  deciding 
how  to  best  organize  the  delivery  system  to  get  the    most  for  their 
health  care  dollar.     Providers  are  Involved  only  to  account  for  how 
the  care  they  deliver  conforms  to  the  criteria  set  by  consumers  and 
to  better  cooperate  among  themselves  toward  that  end.  Consumers 
should  not  be  advising  planners  or  providers;  planners  and  providers 
should  be  advising  and  Informing  consumers,  who  finally  decide  what 
the  health  system  should  look  like. 

Following  is  a  list  of  suggestions  for  action  by  health 
consumer  groups  which  include  both  the  enforcement  of  legal  require- 
ments that  the  HSA  do  business  in  the  public  eye  and  develop  detailed 
plans  and  criteria  for  the  area  and  more  strategic  approaches  to 
influencing  HSA  action.     Details  on  each  suggestion  follow  the  list. 
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SUGGESTIONS  FOR  CONSUMER  INVOLVEMENT  IN  HSAs 


1.  Identify  and  maintain  constant  contact  with  an  HSA  staff 
person  or  persons  who  are  responsible  for  or  at  least  sympathetic  to 
consumer  Involvement . (page  9) 

2.  Obtain  and  familiarize  yourself  with  copies  of  all  documents 
governing  the  operation,  structure,  and  procedures  of  the  HSA. (page  9) 

3.  Make  certain  the  consumer  representatives  on  the  HSA  Board 
and  other  HSA  committees  actually  have  no  conflicts  of  Interest, 
accurately  reflect  the  demographic  composition  of  the  health  service 
area,  and  are  willing  to  be  active  and  aggressive  in  confronting 
proposals  by  providers,  (page  10) 

4.  Get  your  group  on  the  mailing  list  for  all  notices  and 
information  sent  out  by  the  HSA.   (page  12) 

5.  Make  certain  consumers  from  your  group  are  represented 
and  prepared  at  all  meetings  and  hearings,  (page  2.3) 

6.  Adopt  a  data  policy  which  requires  reporting  to  the  HSA  of 
all  relevant  information  by  individual  providers  and  guarantees  that 
all  Information,  documents.  Internal  reports,  etc.,  are  disseminated 
or  readily  available  to  the  public,  (page  15) 

7.  Be  actively  Involved  from  the  earliest  stages  in  the  initial 
development  of  the  Health  Systems  Plan  (HSP) ,  the  Annual  Implementa- 
tion Plan  (AIP),  and  the  procedures  amd  criteria  for  certificate  of 
need  review.     No  proposals  for  new  inpatient  hospital  construction 

or  major  capital  equipment  should  be  granted  a  certificate  of  need 
until  these  three  documents  are  completed  and  approved.     (page  21) 

8.  During  the  HSA '  s period  of  conditional  designation,  be  sure  to 
document  and  complain  about — Informally,  in  written  comments,  and  at 
public  hearings — all  instances  of  unresponsiveness  to  consumer 
Interests.     Copies  of  your  complaints  should  be  sent  to  the  HSA  Board, 
the  Governor,  the  Statewide  Health  Coordinating  Council  (SHCC),  your 
Congressperson(s) ,  and  Public  Citizen's  Health  Research  Group.     (page  27) 
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1.  Identify  and  maintain  constant  contact  with  an  HSA  staff  person 
or  persons  who  are  responslljle  for,  or  at  least  sympathetic  to, 
consumer  Involvement. 

In  comments  on  the  proposed  HSA  regulations,  HRG  suggested  that 
each  HSA  be  required  to  employ  at  least  one  full-time  consumer 
resource  person,  who  would  be  responsible  for  organizing,  educating, 
responding  to  requests  for  data  and  Information  from,  and  notifying 
consumer  groups  of  all  HSA  meetings  and  hearings.     Our  advice  was 
not  heeded,  but  there  Is  no  reason  why  the  HSAs  should  not  be  doing 
this  on  their  own.    If  your  group  doesn't  yet  have  sufficient  voting 
power  on  the  HSA  Board  to  formally  hire  and  designate  a  staff  person 
to  be  responsible  for  consumer  education,  then  you  should  Informally 
approach  various  staff  members  until  you  find  a  person  or  persons 
who  are  sympathetic  to  consumer  participation  and  whom  you  can  trust. 
Keep  In  constant  contact  with  these  staffers  and  make  sure  they  keep 
you  Informed.     If  there  Is  no  one  on  the  HSA  staff  who  Is  responsive 
to  consumers  and  willing  to  spend  time  with  you,  your  group  will  be 
at  a  large  disadvantage  from  the  beginning.    Rest  assured  that 
hospital  associations  and  medical  societies  will  be  aggressively 
cultivating  sources  of  inside  information  on  the  HSA  staff  to  further 
their  own  interests. 

Once  you  have  found  such  a  resource  person,  ask  him  or  her  to 
come  to  meetings  of  your  group,  perhaps  to  make  regular  periodic 
reports  on  the  activities  of  the  HSA.    Encourage  him  or  her  to  spend 
time  in  the  communities  among  all  racial  and  ethnic  groups,  doing 
education  and  responding  to  questions  about  the  law,  the  developaent 
of  the  Health  Systems  Plan(HSP)  and  the  Annual  Implementation  Plan 
(AIP),  the  procedures  and  criteria  for  performing  certificate  of  need 
review,  etc. 

Perhaps  the  best  approach  is  to  organize  an  independent  consumer 
organization  staffed  by  someone  paid  by  the  HSA  but  accountable  to 
the  governing  board  of  the  consumer  group  (which  might  include  some 
or  all  of  the  consumer  members  of  the  HSA  Board)  rather  than  to  the 
HSA  Board.    The  staffer  should  be  responsible  for  finding  and  inform- 
ing consumer  representatives  for  all  HSA  committees  and  task  forces, 
making  sure  consumers  are  represented  sind  prepared  for  all  meetings 
and  hearings,  and  all  of  the  other  activities  mentioned  above.  The 
HSA  work  program,  discussed  under  Suggestion  #2,  should  be  revised  to 
reflect  these  responsibilities. 


2.    Obtain  and  familiarize  yourself  with  copies  of  all  documents 
governing  the  operation,  structure,  and  procedures  of  the  HSA. 

There  are  at  least  three  important  sets  of  documents  you  should 
be  sure  to  have : 


Ca)  The  HSA 'a.  final  application  to  HEW,  upon  which  designation 
was  based.    There  will  also  be  a  conditional  designation  agreement 


332 


10 


between  the  HSA  and  HEW  which  may  be  nearly  identical  to  the  appli- 
cation (the  only  differences  would  be  provisions  in  the  agreement 
which  correct  whatever  deficiencies  in  the  final  application  had  not 
been  .corrected  at  the  time  of  designation).     The  agreement  is  likely 
to  be  a  voluminous    document.     It  is  important  because  it  sets  forth 
the  proposed  structure,  procedures,  and  work  program  for  the  HSA 
during  the  period  of  conditional  designation.     In  particular,  be  siire 
you  are  familiar  with  (1)  the  Articles  of  Incorporation  and  by-laws  ■ 
Cor,  in  the  case  of  a  public  or  local  governmental  HSA,  the  statute, 
ordinance,  and  rules  or  regulations  which  govern  the  HSA),  which 
must  be  a  part  of  the  agreement  and  which  describe  how  members  of  the 
governing  board  and  committees  are  chosen;   (2)  the  work  program  of  the 
HSA,  which  describes  what  the  HSA  proposes  to'  do  during  the  condi- 
tional period  and  when  (look  especially  for  any  plans  about  consumer 
organization,  education,  and  information);  (3)  a  section  of  the  appli- 
cation describing  the  organization  of  subarea  advisory  councils; 
(4)  a  summary  of  the  comments  made  concerning  the  proposed  composition 
of  the  governing  board  and  the  work  program  at  public  hearings  prior 
to  submission  of  the  application;  and  (5)  a  list  of  the  members  of 
the  HSA  Board  and  Executive  Committee,  information  about  them,  and 
the  method  by  which  they  were  selected. 

(b)     Copies  of  the  Federal  Law  (Public  Law  9  3-641)  and  the 
Federal  regulations  relating  to  HSAs  and  the  proposed  regulations  on 
certificate  of  need  review  (published  respectively  in  the  March  ?6, 
1976,  and  March  19,  1976,  Federal  Registers),  which  should  be  avail- 
able from  the  HSA  staff.     The  law  and  the  regulations  are  long  and 
complicated  and  many  of  their  provisions  will  be  repeated  in  the 
designation  agreement,  but  you  should  have  them  for  reference  for 
instances  when  you  have  some  doubt  that  the  HSA  is  complying  with  all 
legal  requirements.     Much  of  the  rest  of  this  report  will  highlight 
the  provisions  which  will  be  of  most  importance  to  consumers. 

(c)     Drafts  of  the  Initial  Health  Systems  Plan  (HSP),  Annual 
Implementatioh  Flan  (AIP) ,  and  the  procedures  and  criteria  to  be 
used  for  certificate  of  need  review.      More  about  this  under  §7;  t he s e 
documents  cannot  be  adopted  until  public  hearings  are  held  and  public 
notice  is  given.     The  important  thing  is  to  obtain  and  make  your 
views  known  on  the  earliest  drafts;  again,  you  can  be  sure  that  pro- 
viders will  be  devoting  a  great  deal  of  time  and  energy  to  such 
review  and  comment. 


3.     Make  certain  the  consumer  representatives  on  the  HSA  Board  and 
other  HSA  committees  actually  have  no  conflicts  of  interest, 
accurately  reflect  the  demographic  composition  of  the  health 
service  area,  and  are  willing  to  be  active  and  aggessive  in 
p.nnf  T^nn-hl  ng^  pr>npoRalF!  hy  providers. 

The  statutory  requirements  of  between  50  and  60?^  consumers  and 
appropriate  demographic  composition  (discussed  below)  apply  not  only 
to  the  governing  board  of  the  HSA,  but  also  to  the  Executive  Committee 
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Cwhlch  must  be  created  If  Board  membership  exceeds  30),  subarea 
advisory  councils,  and  all  other  committees,  subcommittees,  and 
advisory  groups  appointed  by  the  Board  or  the  Executive  Committee.  In 
other  words,  no  group  established  by  the  HSA  to  advise,  make  recommen- 
dations, or  make  decisions  can  legally  be  dominated  by  providers  or 
by  "elitist"  consumers. 

Under  PL  93-6^11  a  "consumer"  is  defined  as  any  person  who  is  not 
a  "provider",  and  "provider"  is  very  broadly  defined  to  emcompass 
"indirect  providers".     This  latter  category  includes  any  person  who 
is  on  the  board  of  directors  or  trustees  of,  or  derives  more  than  one 
tenth  of  his  gross  income  from,  any  corporation  or  organization  which 
either  provides  health  services  directly  or  supplies  medical  goods 
or  services  to  an  organization  which  does.     A  direct  or  indirect 
provider's  spouse  or  any  member  of  his  or  her  immediate  family  is  also 
a  provider.     Thus,  for  example,  a  doctor's  spouse,  a  banker  who  is  a 
hospital  trustee,  an  employee  of  a  drug  company,  and  a  lawyer  who 
represents  hospitals  would  all  be  providers  under  the  statutory  defi- 
nition.    Make  sure  that  none  of  the  "consumer"  members  of  the  HSA 
Board,  the  Executive  Committee,  the  subarea  advisory  councils,  or  any 
committees  or  task  forces  have  such  conflicts  of  interest. 

The  statute  also  requires  that  the  consumers  represented  on  all 
of  the  above-mentioned  groups  be  "broadly  representative  of  the  social, 
economic,  linguistic  and  racial  populations,  geographic  areas  of  the 
health  service  area,  and  major  purchasers  of  health  care."    In  the 
preamble  to  the  final  HSA  regulations,  HEW  said  that  "although  the 
term  'broadly  representative ' does  not  necessitate  an  equal  propor- 
tion, it  does  indicate  that  the  consumer  majority  should  roughly 
approximate,  in  its  representational  aspects,  the  whole  population 
of  the  health  service  area."    The  HSA  application  should  contain  suf- 
ficient information  to  determine  whether  any  population  group — for 
example,  low-income  people,  blacks,  Spanish-speaking  people,  women, 
the  elderly,  residents  of  remote  rural  areas  or  the  inner  city — is 
underrepresented  among  the  consumer  majority  on  any  of  these  bodies. 
If  such  an  imbalance  exists,  new  members  who  are  more  representative 
should  be  selected. 

In  addition  to  the  HSA  governing  board  and  Executive  Committee, 
the  two  final  decision-making  bodies  at  the  HSA  level,  the  statute 
permits  the  creation  of  subarea  advisory  councils  "to  advise  the 
governing  body  of  the  agency  on  the  performance  of  its  functions". 
Because  many  HSAs  cover  large  geographic  areas  (in  some  cases  whole 
states)  or  large  populations  (in  some  cases  several  million  people), 
the  subarea  advisory  councils  will  often  be  necessary  to  assure 
consumer  input  at  the  local  level.     The  HSA  should  set  up  the  subarea 
councils  to  make  recommendations  to  the  HSA  about  any  decisions 
which  concern  its  area,  particularly  certificate  of  need  decisions, 
the  relevant  sections  of  the  Health  Systems  Plan  (HSP)  and  the  Annual 
Implementation  Plan(AIP),  and  nominations  to  the  HSA  Board  and  Exec- 
utive Committee.     Unless  the  HSA  utilizes  these  subarea  groups,  some 
local  groups  may  not  have  a  voice  in  decisions  directly  affecting 
their  communities. 
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Neither  the  law  nor  the  regulations  requires  any  particular 
method  of  selecting  Board  and  committee  members.    Any  method  is  per- 
missable  so  long  as  the  composition  of  the  resulting  Board  meets  the 
statutory  requirements.     In  some  HSA's,  Board  members  are  elected 
by  residents  of  the  health  service  area  who  have  expressed  an  inter- 
est and  thus  become  members  of  the  HSA.     In  others,  the  initial  Board 
members  were  volunteers  who  had  been  active  in  preparing  the  applica- 
tion or  who  were  serving  on  existing  health  planning  councils  or 
boards.     In  such  HSA's  new  members  are  chosen  by  members  already 
sitting  on  the  Board.     The  latter  method  is  less  open  and  democratic 
and  may  result  in  perpetuation  of  an  "in-group"  of  consumer  repre- 
sentatives who  are  unwilling  to  agressively  challenge  provider 
proposals  or  are  inactive. 

If  your  HSA  does  not  already  have  a  selection  process  for 
Board  members  (and  members  of  other  committees)  which  allows  consumer 
groups  to  thoroughly  examine  the  qualifications  and  attitudes  of 
people  who  wish  to  be  on  the  Board,  (and  which  assures  broad  represen- 
tation, as  discussed  above),  you  must  work  to  change  it.     It  is 
vitally  important  that  the  consumer  representatives  on  the  HSA  be 
willing  to  spend  the  time  and  energy  to  go  to  every  meeting  and  hear- 
ing and  be  prepared  to  critically  question  proposals  and  approaches 
put  forth  by  providers.     Perhaps  the  best  strategy  is  to  indepen- 
dently organize  and  support  these  consumer  representatives,  as 
suggested  in  #1  above,  to  monitor  their  performance  and  to  help  them 
prepare  for  meetings.     In  the  past,  health  planning  has  failed  to 
represent  the  real  interests  of  consiuners  because  such  consumer 
representatives  were  inactive,  uninformed,  unprepared,  or  simply  too 
willing  to  acquiesce  to  provider  "expertise".     It  is  the  responsibi- 
lity of  consumer  groups  not  to  allow  this  kind  of  caving-in  to  continue 
any  longer.     It  cannot  be  afforded. 

^ .     Get  your  group  on  the  mailing  list  for  all  notices  and  informa- 
tion sent  out  by  the  HSA. 

The  statute  and  the  regulations  require  the  HSA  to  provide 
adequate  notice  to  the  public  of  all  meetings  of  the  HSA  Board  and 
Executive  Committee,  all  public  hearings  concerning  the  Health  Sys- 
tems Plan  (HSP)  and  certificate  of  need  review,  the  consideration 
of  proposed  procedures  and  criteria  for  certificate  of  needs,  the 
beginning  of  certificate  of  need  review  of  a  particular  application, 
and,  periodically,  the  status  of  all  pending  certificate  of  need 
reviews.     At  one  of  the  early  meetings  of  the  HSA,  your  group  should 
propose  that  the  HSA  periodically  (monthly  or  perhaps  semi-monthly 
or  even  weekly)  issue  a  newsletter  which  contains  information  about 
all  of  the  above-mentioned  activities  and  also  covers  all  meetings 
of  subarea  advisory  councils,  and  all  other  HSA  committees,  task 
forces,  and  advisory  groups,  the  consideration  of  the  proposed  Annual 
Implementation  Plan    (AIP),  all  meetings  of  your  group  and  any  other 
consumer  groups  concerning  health  planning,  and  contains  data  regu- 
larly collected  by  the  HSA  from  providers. 
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Second,  you  must  urge  the  HSA  to  compile  a  mailing  list  for  the 
newsletter  which  Includes  your  group,  labor  unions,  any  other 
consumer  groups  Interested  In  health  planning,  and  other  Individual 
residents  of  the  area  who  have  expressed  an  Interest  In  the  activi- 
ties of  the  HSA  (all  people  who  have  served  on  any  HSA  committee  or 
who  have  testified  at  public  hearings,  for  example). 

Equally  Important  Is  to  assure  that  the  HSA  disseminates  copies 
of  Important  documents  and  proposed  documents  to  consumer  groups,  as 
soon  as  they  are  written.    Included  In  this  category  would  be  drafts 
and  final  versions  of  the  Health  Systems  Plan,  the  Annual  Implemen- 
tation Plan,  plans  and  projects  based  on  the  AIP,  the  procedures 
and  criteria  to  be  employed  for  certificate  of  need  and  other  types 
of  review,  the  new  Institutional  health  services  covered  by  certifi- 
cate of  need  review,  copies  of  the  Articles  of  Incorporation  and 
by-laws  Cor  analogous  statutes  or  ordinances  for  public  HSA's)  and 
all  proposed  revisions  to  them,  minutes  of  meetings  of  the  HSA  Board 
and  Executive  Committee,  and  testimony  at  hearings  on  the  Health 
Systems  Plan  and  the  Annual  Implementation  Plan.     It  may  be  appropri- 
ate to  use  a  smaller  mailing  list  for  such  materials,  but  nothing 
should  be  disseminated  by  the  HSA  (to  anyone,  especially  providers) 
without  providing  notice  In  the  newsletter  of  such  distribution.  The 
HSA  should  also  have  a  written  policy  for  promptly  responding  to  all 
requests  for  the  sending  of  additional  copies  to  other  groups  or 
Individuals.     (See  #6  below). 

In  addition  to  all  of  the  above  notices  and  distribution  of 
material,  which  the  HSA  Is  either  required  to  do  or  should  be  doing 
on  Its  own  Initiative,  the  statute  and  regulations  also  require  the 
HSA  to  provide  newspaper  notification  of  all  meetings  of  the  Board  and 
the  Executive  Committee,  all  public  hearings  on  the  Health  Systems 
Plan  and  Individual  certificate  of  need  reviews,  and  the  availability 
of  proposed  Health  Systems  Plans  and  proposed  procedures  and  criteria 
for  certificate  of  need  review.     It  Is  Important  that  your  consumer 
group  get  the  HSA  to  go  beyond  such  minimum  legal  requirements  by 
using  the  newsletter  and  by  broad  and  early  dissemination  of  drafts 
of  Important  documents  being  considered  by  the  HSA.    The  HSA  must  also 
adopt  a  written  policy  that  nothing  will  be  made  available  or  dissem- 
inated to  any  provider  or  provider  group  unless  It  1b  also  made  avail- 
able or  disseminated  to  all  others  on  the  mailing  list  and  notice  of 
Its  availability  Is  provided  to  the  public. 


Hake  certain  consTimers  from  yoxir  group  are  represented 

and  prepared  at  all  meetings  and  hearings. 
The  governing  body  of  the  HSA  must  meet  at  least  once  In  each 
calendar  quarter  of  the  year.     They  must  also  meet  at  least  twice 
more  unless  the  HSA  has  an  Executive  Committee  which  has  met  at  least 
twice  during  the  year.     An  Executive  Committee  must  be  created  If 
the  membership  of  the  governing  body  exceeds  30;  It  has  the  authority 
to  take  any  action  which  chould  have  been  taken  by  the  HSA  Board 
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except  amending  the  Articles  and  by-laws  and  making  decisions  about 
the  Health  Systems  Plan  (HSP)  or  Annual  Implementation  Plan  (AIP). 
Neither  body  can  act  unless  a  quorum,  which  must  be  at  least  one  half 
of  the  members,  is  present  and  a  majority  of  those  present  and  voting 
decide  in  favor  of  the  action.    Adequate  notice  of  all  meetings  of 
either  group  must  be  provided  by  the  HSA  (see  #4  above)  and  all 
meetings  of  either  must  be  open  to  the  public. 

All  important  decisions  regarding  the  HSP,  AIP,  adoption  of 
procedures  and  criteria  for  review,  and  individual  certificate  of 
need  applications  will  be  made  at  these  meetings.     Because  a  quorum 
is  only  one  half  of  all  members,  it  is  possible  for  providers  to 
outnumber  consumers  at  a  particular  meeting  if  most  or  all  the  provi- 
ders are  there  and  several  consumers  do  not  attend.     It  is  by  such 
ploys  that  providers  in  the  past  have  been  able  to  advance  their  own 
interests  despite  requirements  for  consumer  majorities.  Therefore, 
it  is  critical  that  consumer  representatives  attend  every  meeting. 
Since  (unfortunately)  in  most  HSA's  the  consumer  majorities  are 
close  to  the  legal  minimum  of  51^ and  since  the  provider  representatives 
are  usually  full-time  professionals  who  attend  every  meeting,  the 
absence  of  even  one  consumer  may  convert  the  consumer  majority  into 
a  helpless  minority. 

Although  consumer  majorities  are  required  on  all  HSA  Subarea 
Advisory  Councils,  committees,  and  subcommittees,  there  is  no  legal 
requirement  that  all  meetings  of  such  groups  be  open  to  the  public. 
You  should  work  to  amend  the  by-laws,  if  necessary,  to  require  that 
all  HSA  meetings  of  any  kind  be  open  to  the  public.     Only  if  meetings 
are  open  can  consumer  groups  monitor  the  performance  of  their  own 
representatives  (as  well  as  that  of  the  providers). 

Another,  perhaps  more  important,  problem  is  the  possibility 
that  all  or  some  of  the  consumers  serving  on  the  Board  or  other 
committees  will  not  be  adequately  prepared  or  inclined  to  challenge 
the  arguments  made  by  providers  at  meetings  and  hearings.     In  the 
Comprehensive  Health  Planning  (CHP)  Program  consumers  all  too  often 
yielded  to  provider  pressure  because  they  were  too  timid  or  unin- 
formed to  expose  the  fallacies  of  provider  proposals  and  data. 
Because  they  were  not  able  to  speak  or  understand  the  Jargon  of 
hospital  and  nursing  home  professionals,  they  yielded  to  provider 
"expertise".     The  best  remedy  (other  than  having  activist  consumer 
representatives)  for  such  acquiescence  Is  to  have  an  HSA  staff 
which  Itself  Is  willing  and  has  the  resources  and  capability  to 
develop  alternative  analyses  of  the  need,  or  lack  thereof,  for 
provider  proposals  and  projects.     (See  §1)     In  the  absence  of  such 
support,  consumers  must  do  the  best  they  can  to  prepare  themselves 
for  meetings.     At  a  minimum,  the  consumer  representatives  should 
continually  ask  questions  of  the  advocates  of  particular  projects,  as 
to  exactly  how  they  are  complying  with  the  criteria  set  forth  in 
the  HSP,  AIP,  and  the  certificate  of  need  criteria  and  whether  their 
arguments  are,  backed  with  precise  quantitative  supporting  evidence. 
Consumers  should  meet  among  themselves  before  meetings  at  which 
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Important  decisions  will  be  made  to  discuss  exactly  what  Is  In  the 
best  interests  of  consumers  and  how  best  to  make  their  arguments. 
Once  again  remember  that  provider  groups  are  organized  and  amply 
funded  to  represent  the  interests  of  doctors  and  hospitals  at  HSA 
meetings. 

In  addition  to  exerting  Influence  at  business  meetings,  consumers 
can  have  an  impact  by  testifying  at  public  hearings.    The  statute 
and  regulations  require  public  hearings  on  the  proposed  Health  Systems 
Plan  before  an  application  for  full  designation  is  submitted  (see  #8 
below),  and  on  applications  for  a  certificate  of  need  (but  only  when 
requested).     All  of  the  suggestions  discussed  above  about  regular 
attendance  and  adequate  preparation  for  meetings  also  apply  to  hearings. 
It  is  always  best  to  prepare  written  testimony  and  to  support  your 
assertions  with  data  obtained  from  the  HSA  (see  #6  below)  or  by  your 
own  devices. 

Two  important  documents  on  which  the  HSA  is  not  required  by  the 
statute  or  regulations  to  hold  public  hearings  are  the  Annual 
Implementation  Plan  and  the  procedures  and  criteria  for  certificate 
of  need  review  (and  later  for  reviewing  proposals  for  the  expenditure 
of  federal  funds  within  the  area).     The  Board  or  Executive  Committee 
should  vote  to  hold  public  hearings  on  the  proposed  versions  of  both. 
They  will  be  perhaps  the  two  most  detailed  (and  therefore  most  criti- 
cal) sets  of  criteria  governing  the  review  of  certificate  of  need 
proposals  and  proposals  for  the  expenditure  of  federal  funds. 

Another  approach  to  disseminating  your  views  to  a  broader  audi- 
ence is  via  the  press.     Find  at  least  one  local  reporter  who  covers 
health  or  consumer  Issues  and  impress  upon  him  or  her  the  signifi- 
cance to  the  community  of  the  health  planning  process.     Invite  the 
reporter  to  meetings  of  your  group  and  keep  him  or  her  informed 
about  meetings  and  hearings.    When  your  group  prepares  position  papers 
or  other  written  documents  expressing  the  consumer  viewpoint  for 
meetings  and  hearings,  be  sure  that  such  reporters  receive  a  copy. 


6.    Adopt  a  data  policy  which  requires  reporting  to  the  HSA  of  all 
relevant  information  by  individual  providers  and  guarantees  that 
all  information,  documents,  internal  reports,  etc.,  are  dissem- 
inated or  readily  available  to  the  public. 


The  HSA'^Is  required  by  the  statute  to  "make  its  records  and  data 
available,  upon  request,  to  the  public."  The  regulations  attempt  to 
spell  out  this  requirement  in  some  detail,  as  follows: 

"Ca)    Each  agency  shall  adopt  a  policy  for 
making  its  records  and  data  available  to  the 
public  for  inspection  and  copying  which  shall 
include  a  procedure  for  the  submission  of 
requests  to  the  agency  by  members  of  the  pub- 
lic, the  agency's  procedure  for  handling  such 
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requests,  and  a  uniform  fee  schedule  for  copy- 
ing such  material  which  shall  be  limited  to 
reasonable  costs.     For  purposes  of  this  section, 
"records  and  data"  includes  publications,  bro- 
chures, pamphlets,  punch  cards,  magnetic  tapes, 
or  other  documentary  materials,  regardless  of 
physical  form  or  characteristics,  made  or 
received  by  the  agency  in  connection  with  the 
performance  of  the  agency's  functions,  policies, 
decisions,  procedures,  operations,  programs, 
or  other  activities. 

(b)    Each  agency  is  required  to  maintain  and 
make  available  for  public  inspection  and  copying 
an  index  of  the  records  and  data  of  the  agency 
and  must  publish  within  3  months  of  the  effect- 
ive date  of  its  designation  agreement,  in  at 
least  two  newspapers  of  general  circulation 
throughout  its  health  service  area,  a  notice 
setting  forth  the  policy  adopted  pursuant  to 
paragraph  (a)  of  this  section." 

You    should  urge  the  HSA  to  go  beyond  this  policy  by  publishing 
a  notice  of  the  availability  of  all  proposed  and  final  documents  in 
its  newsletter  and  by  waiving  the  copying  fee  for  those  who  state 
they  cannot  afford  to  pay.     The  index  should  also  be  published  in  the 
newsletter. 

Unfortunately,  the  language  of  the  regulation  still  leaves  many 
questions  unanswered.     The  definition  of  "records  and  data"  is  drafted 
in  terms  of  form  rather  than  content,  thought  it  does  include  "min- 
utes" (presumably  of  all  HSA  meetings)  and  "staff  manuals". 
However,  there  are  other  provisions  of  the  statute  and  regulations 
which  explicitly  require  publication  of  or  public  access  to  specific 
documents:     the  Health  Systems  Plan  (HSP),  the  Annual  Implementation 
Plan  (AIP),  procedures  and  criteria  for  review  of  certificate  of  need 
proposals  (the  HSP  and  the  procedures  and  criteria  must  be  accessible 
in  both  proposed  and  final  form),  applications  for  a  certificate  of 
need  and  "all  other  written  materials  pertinent  to  any  agency  review", 
a  description  of  the  plajis  and  projects  recommended  to  implement  the 
AIP,  an  annual  (or  more  frequent)  report  on  the  status  of  all  pending 
certificate  of  need  reviews,  and  a  more  general  annual  report  which 
includes,  among  other  items,  the  HSP,  the  AIP,  financial  information 
about  the  HSA,  and  a  list  of  the  members  of  the  Board,  Executive 
Committee,  and  staff.     The  HSA  annual  report  must  be  distributed  to 
all  libraries,  newspapers,  and  radio  and  television  stations  serving 
the  health  service  area. 

The  thrust  of  these  provisions  in  the  statute  and  regulations  is 
that  all  information  and  documents  in  the  possession  of  the  HSA  must 
be  disclosed  to  the  public.     Certainly,  consumers  should  demand  that 
the  HSA's  disclosure  policy  explicitly  state  such  a  requirement. 
There  are  some  materials  which  the  HSA  will  have  which  are  not  speci- 
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flcally  required  to  be  disclosed  by  the  regulations.    For  Instance, 

th-ose  wh.0  are  considering  facility  construction    proposals  must 
submit  letters  of  intent  to  the  HSA  "at  the  earliest  possible  oppor- 
tunity" and  all  facilities  must  submit  periodic  reports  concerning 
any  proposals  under  development  subject  to  certificate  of  need  review. 
Also,  internal  HSA  staff  reports  on  the  merits  of  particular  certi- 
ficate of  need  proposals  will  be  developed  in  the  course  of  review. 
Though  such  reports  will  undoubtedly  be  made  available  to  HSA  Board 
members,  the  data  policy  must  specifically  require  in  writing  the 
disclosure  of  such  documents  to  the  public  Immediately  upon  comple- 
tion. 

Whether  the  HSA  will  provide  any  meaningful  new  information 
to  the  public  about  health  care,  however,  depends  on  what  data  it 
can  obtain  from  existing  data  sources  or  what  it  is  able  to  collect 
on  its  own  from  individual  providers  or  third  party  payors.     The  HSA 
disclosure  policy  applies  only  to  data  it  obtains  in  the  first  place. 
One  of  the  most  critical  weaknesses  in  PL  93-641  is  the  lack  of  legal 
authority  for  the  HSA  to  obtain  and  disclose  data  which  is  not  now 
even  collected  or  is  collected  but  not  disclosed  to  the  public.  If 
the  HSA  requests  data  from  a  provider,  a  Professional  Standards 
Review  Organization  (PSRO) ,  or  a  third  party  payor  which  refuses  to 
provide  it,  there  is  nothing  the  HSA  can  do,  with  one  exception  in 
the  case  of  providers — it  can  recommend  to  the  State  Agency  the  denial 
of  a  certificate  of  need  to  an  applicant  who  falls  "to  submit  to  the 
health  systems  agency  (in  such  form  and  manner  as  the  agency  shall 
prescribe  and  publish)  such  Information  as  the  agency  may  require 
concerning  the  subject  of  such  review".     Even  here  the  HSA  may  prob- 
ably only  ask  for  data  which,  is  necessary  to  demonstrate  compliance 
with  one  of  the  HSA's  adopted  criteria  for  certificate  of  need — 
another  reason  why  the  certificate  of  need  criteria  are  so  critical 
Csee  #7  below) . 

For  example,  if  the  HSA  adopted  a  certificate  of  need  criterion 
relating  to  quality  for  facilities  wishing  to  expand  or  build  a 
satellite  facility,   (no  quality  criterion  is  Included  among  the 
minimum  criteria  in  the  proposed  Federal  regulations),  it  could 
legitimately  request  data  on  quality  deficiencies  from  Joint 
Commission  on  the  Accreditation  of  Hospitals  (JCAH)  surveys,  and 
Professional  Standards  Review  Organizations  (PSROs) .  Heretofore, 
such  information  has  not  been  available  to  either  health  planners 
or  to  the  public.    Whether  the  HSA  can  use  its  certificate  of  need 
authority  to  acquire  and  publicly  disclose  data  which  otheiTwise 
would  be  shielded  from  public  access  by  Federal  statutes  is  not 
clear.     It  can  be  argued  that  the  provider  is  not  being  coerced  to 
release  the  data,  since  it  does  not  have  to  apply  for  a  certificate 
of  need. 

However,  for  the  routine,  periodic  collection  of  data  from  all 
providers,  the  HSA  can  not  apply  pressure  by  withholding  certificate 
of  need  approval.     It  must  Instead  depend  on  voluntary  compliance 
by  providers  or  on  the  collection  of  data  by  the  State  Health  Plan- 
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nlng  and  Development  Agency.    The  regulations  provide  that  the  State 
Agency  must  "require  providers  of  health  care  doing  business  In  the 
State  to  make  to  the  State  Agency  such  statistical  and  other  reports 
of  Information  related  to  health  and  health  care  as  the  State  Agency 
finds  necessary  to  the  performance  of  Its  functions...,  and  make 
such  reports  available  to  the  health  systems  agencies  for  the 
respective  health  service  areas  In  which  such  providers  are  located." 
The  State  Agency  can  always  obtain  the  Information  It  wants  by 
making  the  reporting  of  It  by  the  provider  a  condition  of  rellcen- 
sure  or  perhaps  Medicaid  reimbursement  by  the  State. 

Perhaps  the  most  significant  task  for  HSAs  will  be  the  acquisi- 
tion of  this  routine  statistical  data  on  all  health  providers  In 
the  health  service  area.     There  are  four  categories  of  data  which  the 
HSA  Is  either  required  to  or  ought  to  obtain  on  an  ongoing  basis: 
(1)     health  resources,  and  expenditures,  (2)     quality  of  health  care 
and  structural  deficiencies, ( 3)    health  status  of  the  population, 
and  (4)  environmental  and  occupational  health  conditions. 

(1)     Health  resources  data  concerns  the  supply  of  health  facili- 
ties and  manpower — the  number  and  location  of  hospitals,  nursing 
homes,  and  outpatient  facilities,  number  of  inpatient  beds,  number  of 
health  personnel — and  the  level  of  costs,   (what  it  costs  the  provider 
to  provide  a  service),  charges,   (what  it  costs  a  patient  or  his  Insurer 
to  obtain  a  service)  and  expenditures  on  health  in  the  area.  The 
HSA  must  also  determine  the  level  of  utilization  of  each  provider's 
services — number  of  outpatient  visits,  admissions,  inpatient  days  of 
stay,  surgical  and  other  procedures,  and  amount  of  drugs  prescribed. 
Third,  a  population  base  must  be  calculated  not  only  for  the  entire 
health  service  area  but  for  each  provider's  service  area.     In  order 
to  define  a  service  area  for  each  facility,  the  HSA  must  have  access 
to  a  patient  information  system  which  collects  the  residence  of  the 
patient  (e.g., county  or  zip  code).     Such  data  carl  be  compiled  into 
patient  "origin"  or  "destination"  tables  which  indicate,  respectively, 
where  patients  come  from  to  a  particular  hospital  and  what  proportion 
of  the  patients  from  a  particular  geographic  area  go  to  a  particular 
hospital  to  receive  care.     The  latter  is  one  (albeit  Imperfect)  way 
of  determining  the  population  base  to  attribute  to  a  particular  hospital. 

Dividing  the  population  of  the  area  among  individual  hospitals 
or  physicians  in  some  fashion  Is  a  prerequisite  to  comparing  the 
utilization  practices  of  different  providers.     In  order  to  get  some 
idea  of  whether  facilities  or  services  are  being  over-  or  under- 
utilized, the  HSA  must  calculate  numbers  or  rates  per  thousand  pop- 
ulation of  beds,  admissions,  nursing  or  hospital  patient  days, 
physicians  and  other  personnel,  and  level  of  expenditures  or  assets. 
Then  the  rates  can  be  compared  with  rates  for  other  facilities  or 
other  areas.     However,  even  these  comparisons  are  not  valid  unless 
the  utilization  or  expenditure  figures  are  "adjusted"  or  broken 
down  by  other  variables,  especially  age,  sex,  diagnosis,  type  of 
surgery,  source  of  payment  (including  how  much  "free"  care  the 
facility  is  providing),  and  whether  the  admission  is  emergency  or 
elective.     Also,  in  order  to  properly  compare  financial  data,  one 
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must  know  whether  the  expenditure  is  a  charge  to  the  patient  or  a 
cost  to  the  provider  (and  whether  the  cost  Is  a  capital  cost  or  an 
operating  cost,  whether  the  operating  cost  Is  payroll  or  non-payroll, 
etc.) . 

Most  health  resources  and  utilization  data  is  either  already 
being  collected  by  existing  planning  units  or  state  agencies  or  will 
be  voluntarily  reported  by  providers.     The  exceptions  are  data 
showing  number  of  patients  by  age,  sex,  diagnosis,  operation,  etc., 
and  financial  data.     The  patient  data  is  being  collected  by 
Professional  Standards  Review  Organizations  (PSROs)  but  may  not  be 
available  to  HSAs  in  a  facility-specific  form  (restrictions  on  access 
to  PSRO  data  are  discussed  below).     The  best  sources  of  financial  data 
are  state  rate-setting  bodies  (which  exist  only  in  a  few  states)  and 
third  party  payors,  especially  Medicare  intermediaries.  Blue  Cross, 
Blue  Shield,  and  state  Medicaid  agencies.    Again,  HSAs  may  have 
difficulty  obtaining  such  data  unless  the  State  Agency  forces  disclo- 
sure or  the  hospital  or  nursing  home  consents  to  disclosure  in 
order  to  get  a  certificate  of  need. 

(2)     The  responsibility  for  the  ongoing,  periodic  collection  of 
data  on  quality  of  care  has  been  given  to  Professional  Standards 
Review  Organizations  (PSROs)  rather  than  to  HSAs.  Consequently, 
although  HSAs  can  ask  a  facility  for  data  on  quality  of  care  before 
approving  an  expansion  project,  they  will  not  be  monitoring  quality 
of  care  in  all  area  facilities  on  an  ongoing  basis.     Unless  a 
provider  is  proposing  an  expansion  project,  it  has  no  duty  or  reason 
to  disclose  "sensitive"  quality-related  data  to  the  HSA.     The  HSA 
could  request  quality  data  on  a  facility  from  the  Joint  Commission  on 
Accreditation  of  Hospitals  (JCAH)  on  from  the  area  PSRO.  However, 
JCAH  will  not  now  release  the  results  of  their  accreditation  surveys 
to  the  public  and  although  the  statute  and  regulations  require  HSAs 
to  coordinate  their  activities  with  PSROs,  guidelines  on  access  by 
the  HSA  to  PSRO  data  have  not  yet  been  developed.     HEW  Statements 
on  this  issue  indicate  that  PSROs  will  not  disclose  any  Information 
to  HSAs  which  they  cannot  otherwise  disclose  to  the  public.  Though 
regulations  on  the  confidentiality  of  PSRO  data  have  not  yet  been 
published,  the  policy  is  likely  to  restrict  public  disclosure  to 
aggregate  data  and  data  routinely  compiled  by  individual  facilities 
(which  Includes  diagnosis  and  surgical  operation  codes  for  patients). 
In  addition,  "medical  care  evaluation"  data,  which  measures  the 
compliance  of  physicians  and  hospitals  with  quality  criteria,  will 
not  be  disclosed.    Neither  will  any  data  which  identifies  individual 
physicians. 

HSAs  are  required  to  describe  in  the  Annual  Implementation  Plan 
(AIP)  what  capital  expenditure  projects  (Including  modernization  and 
renovation)  should  be  undertaken  in  the  area  that  year  and  the 
priority  among  them.     It  also  needs  to  know  whether  a  facility  pro- 
posing expansion  has  maintained  its  existing  structure  in  good  repair. 
Thus,  it  will  be  Important  for  the  HSA  to  identify  those  facilities 
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which  need  to  correct  structural  deficiencies.    Data  on  the  condi- 
tion of  the  physical  plant  of  facilities  is  collected  by  state 
authorities  responsible  for  licensure  and  Medicare  and  Medicard 
certification  as  well  as  JCAH.     As  mentioned  above,  however,  because 
information  from  inspections  of  hospitals  and  nursing  homes  is 
usually  not  disclosed  to  the  public,  the  HSA  may  have  difficulty 
obtaining  it  except  where  a  facility  is  goaded  into  consenting  to 
its  release  in  order  to  get  certificate  of-  need  approval. 

C3)    HSAs  will  also  be  required  to  collect  and  analyze  data 
on  the  health  status  of  the  population  of  the  area — mortality  and 
morbidity  rates  by  cause  of  death  and  Illness,  perhaps  disability 
days  and  work  days  lost  due  to  illness,  and  longevity.  In  the  long 
term  the  HSA  should  be  analyzing  changes  in  the  health  status  of  the 
population  and  attempting  to  direct  its  efforts  toward  those  activi- 
ties which  have  the  most  favorable  Impact. 

(4)     Finally,  the  statute  requires  HSAs  to  "assemble  and  analyze 
data  concerning  the  environmental  and  occupational  exposure  factors 
affecting  immediate  and  long-term  health  conditions."    What  is 
included  in  this  category  and  how  the  HSA  will  be  able  to  use  such 
data  is  almost  completely  undefined.     None  of  the  other  statutory 
HSA  functions  have  any  direct  relationship  to  environmental  or 
occupational  health. 

One  of  the  greatest  obstacles  to  dealing  with  occupational  health 
problems  is  the  lack  of  data  about  workers'  exposure  to  hazardous 
chemicals  in  workplaces.     The  HSA  can  request  from  area  employers 
information  about  their  use  of  such  chemicals,  particularly  vinyl 
chloride,  asbestos  and  the  other  carcinogens  regulated  by  the 
Occupational  Safety  and  Health  Administration  (OSHA) .     The  HSA  can 
also  determine  what  kind  of  medical  records  are  maintained  by  employers 
on  present  and  past  employees.     The  problem  is  that  the  HSA  can 
impose  no  penalty  if  the  employer  either  doesn't  collect  such  data 
or  refuses  to  disclose  it.     HSAs  ought  to  initiate  and  maintain 
contact  with  local  union  leaders  to  inform  them  about  HSA  occupational 
health  activities  and  to  learn  about  occupational  health  problems  of 
union  members.     The  disclosure  of  data  on  occupational  health 
hazards  to  the  HSA,  the  union,  and  the  public  can  be  made  a  collec- 
tive bargaining  issue.     The  HSA  can  also  provide  public  support 
to  the  unions  in  their  efforts  to  get  employers  to  eliminate  health 
hazards  from  the  workplace.     The  HSA  should  encourage  health  facili- 
ties to  add  to  the  standard  medical  history  of  each  patient  a  section 
on  work  history  and  occupational  exposure  to  chemical  substances. 

The  important  issues  from  the  consumer  perspective  are  to  make 
sure  the  HSA  has  a  written  data  policy  which  guarantees  public  access 
to  all  data  or  material  in  its  posslssion  and  to  push  the  HSA  to 
collect  all  data  relevant  to  assessing  the  necessity,  costs,  effi- 
ciency, and  impact  on  quality  of  delivery  and  health  status  of  all 
its  activities  and  decisions. 
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7.    Be  actively  Involved  from  the  earliest  stages  In  the  Initial 

development  of  the  Health  Systems  Plan  (HSP).  the  Annual  Implementa- 
tion Plan  (AIP) .  and  the  procedures  and  criteria  for  certificate  of 
need  review.    NO  proposals  for  new  Inpatient  hospital  construc- 
tion or  major  capital  equipment  should  be  granted  a  certificate 
of  need  until  these  three'  documents  are  completed  and,  approved. 

One  of  the  central  weaknesses  of  previous  health  planning  efforts 
was  that  planning  agencies  attempted  to  perform  review  of  proposals 
for  construction  and  capital  expenditures  without  any  specific 
criteria  or  a  written  description  of  what  the  health  care  delivery 
system  In  the  area  ought  to  look  like.    When  consumers  and  planners 
oppose  providers  concerning  the  approval  of  a  particular  project,  the 
providers  are  likely  to  prevail  unless  consumers  have  detailed, 
predetermined,  objective,  written  criteria  and  a  plan  against  which 
the  provider  proposal  has  to  be  measured.    Such  a  plan  shifts  the 
burden    to  the  provider  for  developing  the  quantitative  data  necess- 
ary to  demonstrate  compliance  with  the  criteria.    A  good  plan  is 
Important  not  only  for  Justifying  a  consumer-oriented  decision  to  the 
State  Agency  and  to  the  public  but  also  for  encouraging  activities 
to  Improve  the  delivery  system,  discouraging  activities  and  projects 
which  are  Ill-advised  and  unnecessary,  and,  not  to  be  overlooked, 
forcing  the  providers  to  report  data  about  their  activities  which 
otherwise  would  remain  secret. 

The  HSP,  AIP,  and  the  initial  set  of  procedures  and  criteria 
have  all  been  discussed  above  in  terms  of  access  to  information  and 
requirements  for  public  hearings.    With  the  exception  of  developing 
an  adequate  data  system  (which  is  really  part  of  the  process  of 
developing  a  good  Health  Systems  Plan),  the  development  of  these 
three  documents  should  be  the  primary  focus  of  the  HSA  during  its 
conditjonaL  phase.    Details  about  the  nature,  location,  and  use  of 
hospitals  and  other  facilities  contained  in  the  plans  are  so  essen- 
tial to  adequate  health  planning  that  no  project  review  should  even  . 
be  entertained  by  the  HSA  until  all  three  are  completed  and  approved. 
The  statute  and  regulations  require  that  the  plans,  procedures,  and 
criteria  be  completed  before  the  HSA  can  be  fully  designated.  The 
law  implies,  but  never  explicitly  states,  that  review  of  individual 
certificate  of  need  applications  cannot  begin  until  the  plans  and 
criteria  are  adopted.     One  of  the  first  actions  taken  by  your  group 
should  be  to  urge  the  HSA  Board  to  agree  in  writing  to  a  moratorium 
on  all  certificate  of  need  review  until  the  HSP,  AIP,  and  certifi- 
cate of  need  procedures  and  criteria  are  adopted. 

Even  if  the  HSA  places  a  moratorium  on  certificate  of  need 
review  under  the  PL  93-6^*1  framework,  however,  planning  reviews  will 
still  be  taking  place  under  existing  planning  mechanisms.    All  but 
two  states  (Missouri  and  West  Virginia)  now  have  either  certificate 
of  need  agencies,  an  "1122"  agreement  with  HEW  (which  requires  plan- 
ning approval  for  Medicare  and  Medicaid  reimbursement  of  capital 
expenditure  costs),  or  both.    Under  these  programs  local  review  in 
most  states  has  been  done  by  CHP  "B"  agencies.    After  CHP  agencies 
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are  terminated  or  merged  Into  HSAs,  the  HSAs  will  In  most  areas 
perform  local  review  under  the  existing  programs  during  the  Interim 
period  before  the  State  Health  Planning  and  Development  Agencies 
(SHPDAs)  are  fully  operational  and  In  compliance  with  Federal  require- 
ments (which  allow  the  SHPDAs  to  administer  an  1122  program  In  addi- 
tion to  a  certificate  of  need  program  If   they  choose).     In  short.  In 
order  for  a  moratorium  to  have  any  Impact,  It  must  apply  to  HSA 
reviews  under  the  current  state  framework  even  If  they  are  not  labeled 
as  93-6^1  reviews. 

As  suggested  above,  the  two  kinds  of  capital  expenditures  for 
which  a  pre-plan  moratorium  seems  most  appropriate  are  construction 
which  increases  the  number  of  hospital  beds  and  the  purchase  of  major 
capital  equipment  (such  as  CAT  scanners).     Depending  on  conditions  In 
your  area,  other  types  of  projects  might  be  included.     Given  the  need 
in  most  areas  for  better  primary  and  ambulatory  care  facilities,  a 
moratorium  on  such  proposals  may  not  be  appropriate.     However,  the 
review  of  any  proposal  should  be  based  on  written  criteria  and,  before 
completion  of  the  HSP,  should  only  be  done  in  exceptional  cases. 

The  HSA  must  conduct  a  public  hearing  on  the  Health  Systems  Plan 
(HSP)  before  it  can  be  adopted  by  the  Board.     The  regulations 
require  the  HSA  to  publish  at  least  30  days  before  the  hearing  news- 
paper notice  of  the  time  and  place  of  the  hearing  and  the  place 
where  members  of  the  public  can  read  and  comment  on  the  proposed  HSP. 
The  regulations  do  not  require  the  HSA  to  disseminate  the  draft  HSP 
to  anyone  or  to  in  any  other  way  publicize  the  HSP  or  educate  the 
public  about  what  is  in  it.     Interested  persons  are  to  be  given  an 
opportunity  to  submit  their  views  orally  and  in  writing.     HEWs  draft 
guidelines  for  developing  the  HSP  require  the  HSA  to  "maintain  a 
summary  of  comments  and  reactions  to  the  HSP  for  those  Interested  in 
viewing  them."    After  the  HSP  has  been  adopted,  the  HSA  is  required 
to  distribute  copies  to  all  public  libraries  in  the  health  service 
area  and  to  publish  newspaper  notice  that  the  HSP  has  been  adopted 
and  the  place  where  it  can  be  read  and  copied. 

There  is  no  requirement  in  the  regulations  for  a  public  hearing 
or  even  public  notice  prior  to  establishment  of  the  Annual  Implemen- 
tation Plan  (AIP).     The  draft  guidelines  do  require  the  HSA  to  conduct, 
"annual  public  review"  of  the  AIP,  however.     The  same  requirements 
for  dissemination  to  libraries  and  public  notice  after  the  plan  has 
been  adopted  apply  to  the  AIP  as  to  the  HSP. 

The  HSA  must  go  far  beyond  these  minimum  requirements  for  both 
the  HSP  and  the  AIP  if  there  is  to  be  any  real  opportunity  for  public 
Involvement  in  their  formulation.     The  HSA  should  adopt  a  written 
plan  for  community  Involvement  in  the  development  of  the  plans  which 
includes  notice  to  everyone  on  the  newsletter  mailing  list  men- 
tioned in  #4  above,  publicity  in  all  subareas  through  contact  with 
community  groups  and  radio  and  television  announcements  (perhaps  90 
to  120  days  before  the  hearings),  mailing  a  copy  of  the  draft  HSP 
and  AIP  to  anyone  who  requests  it,  public  hearings  in  all  subareas. 
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and  solicitation  of  oral  and  written  comments  which  must  be  con- 
sidered and  rejection  of  which  must  be  Justified  by  the  HSA  before 
the  plan  is  adopted. 

Both  in  past  health  planning  efforts  and  thus  far  in  the  imple- 
mentation of  PL  93-641,  HEW  has  largely  failed  to  specify  what 
ought  to  be  in  a  health  plan  and  planners  have  not  often  succeeded 
in  reducing  meaningful  and  detailed  objectives  concerning  the  health 
delivery  system  to  writing.     In  the  CHP  program,  health  planning 
agencies  either  didn't  complete  a  plan,  or  if  they  did,  it  was  so 
vague  and  general  as  to  be  of  little  assistance  in  the  review  of 
individual  proposals.     What  little  has  been  written  by  HEW  since 
PL  93-641  in  the  regulations  and  guidelines  about  the  content  of 
HSPs  and  AIPs  is  both  too  broad  and  too  superficial.     On  one  hand, 
HEW  suggests  that  the  HSP  should  include  goals  relating,  for 
example,  to  attainable  levels  of  mortality  and  morbidity,  with  which 
no  one  would  disagree  but  which  HSAs  have  only  the  most  marginal 
ability  to  influence.     HSAs  have  only  three  types  of  authority,  none 
of  them  final  or  binding:     they  can  recommend  to  the  State  Agency 
denial  or  approval  of  a  certificate  of  need  for  facility  construc- 
tion or  capital  expenditures;  they  can  recommend  to  the  State  Agency 
which  facilities  and  services  should  be  publicly  identified  as 
being  inappropriately  utilized;  and  they  can  recommend  to  HEW  that 
proposals  for  some  types  of  federal  funding  be  denied.     On  the 
other  hand,  HEW  fails  to  require  or  provide  any  details  about  quan- 
titative objectives  for  such  projects  as  facility  construction  (e.g., 
hospital  bed  ceilings  by .area)  which  the  HSA  can  do  something  about. 

Whatever  other  general  language  is  included  in  the  HSP,  it 
ought  to  at  least  specify  (fetalis  about  the  quantity,  location,  and 
type  of  health  facilities  in  the  area,  if  it  is  expected  to  have  any 
real  impact  on  the  health  planning  process.     At  a  minimum,  the  HSP 
must  set  bed  ceilings  by  category  of  inpatient  facility  (general 
medical-surgical,  obstetrics,  pediatrics,  psychiatric,  skilled 
nursing,  intermediate  care,  etc.)  and  by  area  or  subarea.  The 
ceilings  should  be  based  on  the  current  population  of  the  area.  For 
example,  "The  Center  City  metropolitan  area  needs  no  more  than  1500 
general  medical-surgical  hospital  beds  to  serve  its  400,000  residents" 
or    "The  Center  City  metropolitan  area  needs  no  more  than  350  psychi- 
atric hospital  beds  to  serve  its  400,000  residents".     If  the  popula- 
tion changes,  the  bed  ceiling  should  be  adjusted  to  maintain  the 
same  ratio  of  beds  to  population. 

If  there  is  an  excess  in  any  category,  the  amount  of  the  excess 
must  be  identified  (which  of  course  presupposes  that  the  HSA-  has 
done  an  inventory  of  how  many  beds  there  are  in  each  category).  The 
excess  beds  should  also  be  broken  down  by  subareas.     If  there  are 
deficiencies  in  any  category,  the  amount  of  the  deficit  must  also  be 
identified.     The  HSP  should  identify  the  need  for  and  present • loca- 
tion of  major  types  of  equipment  and  special  services  such  as  inten- 
sive care  units  and  computerized  axial  tomography  (CAT)  x-ray  scan- 
ners.   One  section  of  the  plan  should  inventory  the  need  for,  and 
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present  location  and  adequacy  of,  outpatient,  emergency,  and  other 
primary  and  ambulatory  care  facilities  and  services,  especially  In 
medically  underserved  amd  poverty  areas.     Finally,  a  blue-print  for 
the  optimal  distribution  and  location  of  all  of  the  above  categor- 
ies of  facilities  and  services  should  be  Included. 

Some  CHP  "B"  agencies  have  completed  very  comprehensive  plans 
for  purposes  of  local  planning  and  certificate  of  need  review  which 
Incorporate  many  If  not  all  of  the  suggestions  made  here.  Including 
Identification  of  excess  beds.     Such  plans  will  and  should  be  used 
for  guidance.     These  documents  are  often  quite  impressive  in  terms 
of  inventorying  existing  facilities  and  discussing  problems  and 
priorities.     However,  usually  they  stop  short  of  a  critical  assess- 
ment of  existing  patterns  of  utilization.     Bed  need,  when  it  is 
calculated  at  all,  is  based  on  the  Hlll-Eurton  formula  which 
merely  assumes  85%  as  an  appropriate  occupancy  rate  and  considers 
only  existing  facility  utilization  and  changes  in  population.  Also, 
financial  data  is  almost  always  missing.     Going  one  step  further  to 
calculate  and  compare  rates  of  utilization  and  amount  of  resources 
per  thousand  population  as  suggested  under  #6  above  would  be  a 
marked  Improvement.     But  HSAs  must  ultimately  face  and  answer  such 
questions  as  whether  existing  rates  of  surgery  and  hospitalization 
^nd  the  number  of  hospital  beds  and  level  of  capital  assets  relative 
to  population  are  too  high.     If  so,  the  HSA  must  detail  in  its  HSP 
and  AIP  what  should  be  done  to  reduce  or  change  the  allocation  of 
health  resources  and  how  to  do  it. 

The  Annual  Implementation  Plan  (AIP)  should  start  with  the 
objectives,  excesses,  and  deficits  described  in  the  HSP.     It  must 
list  in  specific  detail  which  facilities  and  services  should  be 
built,  purchased,  renovated,  converted  to  other  health  care  uses,  or 
closed  down,  and  where,  in  the  next  12  month  period.     The  projects 
to  be  undertaken  should  be  listed  in  order  of  priority.  This  priority 
list  will  provide  the  basis  for  the  State  Medical  Facilities  Plan, 
which  governs  the  distribution  of  federal  funds  made  available  to 
states  under  the  Hill-Burton  program  (since  PL  93-6^1,  Title  XVI  of 
the  Public  Health  Service  Act)  for  the  construction  and  modernization 
of  health  facilities. 

Actually,  under  the  statute  and  regulations  the  priority  list 
would  be  3  separate  document  based  on,  but  not  included  in,  the  AIP. 
It  is  essential  for  consumers  to  make  certain  that  the  pi-iority  list 
of  capital  expenditure  projects  is  an  integral  part  of  at  least  the 
AIP  if  not  also  the  HSP.     Otherwise,  the  HSA  staff  would  be  able  to 
develop  the  list  without  being  subject  to  the  public  scrutiny  a^id 
review  required  for  the  HSP  and  AIP.     Also,  both  plans  must  be 
revised  annually.     Unless  such  a  periodically  revised  list  of  speci- 
fic projects  is  determined  in  advance  with  full  public  participation, 
the  HSA  Board  will  have  to  continually  interpret  the  more  general 
language  of  the  HSP  as  it  performs  certificate  of  need  review  and  the 
provider  applicants  in  each  case  will  usually  be  able  to  argue  that 
their  project  is  consistent  with  the  vague  goals  of  the  HSP.  Having 
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a  detailed  list  of  specific  projects  makes  It  much  easier  for  the 
HSA  to  deny  any  project  which  Is  not  Included  at  all  or  Is  given 
low  priority. 

The  HSA  must  also  adopt,  during  the  conditional  period  and  before 
It  may  perform  project  review  under  PL  93-641,  a  set  of  procedures 
and  criteria  for  certificate  of  need  review.    The  statute  and  regu- 
lations require  theHSA  to  provide  newspaper  notice  that  such  proce- 
dures and  criteria  are  being  proposed  and  where  they  are  available 
for  inspection  and  copying, and  to  accept  written  comments.  After 
the  procedures  and  criteria  have  been  adopted,  the  HSA  must  provide 
copies  to  any  person  on  request.     There  is  no  requirement  that  a 
public  hearing  be  held  or  that  the  HSA  consider  or  give  reasons  for 
rejection  of  the  written  comments. 

The  effectiveness  of  certificate  of  need  review  by  HSAs — from  the 
consumer  perspective — will  depend  very  heavily  on  the  degree  of  public 
Involvement  required  by  these  procedures  and  the  completeness  and 
precision  of  the  review  criteria.     In  light  of  the  importance  of 
the  procedures  and  criteria,  it  is  Imperative  that  consumers  be 
fully  Involved  in  their  development.     First,  notice  of  the  proposed 
procedures  and  criteria  should  be  Included  in  the  HSA  newsletter  as 
well  as  in  the  newspaper.     Second,  copies  of  the  draft  procedures 
and  criteria  should  be  sent  to  all  consumer  groups  and  to  any  other 
person  who  requests  them.     Third,  the  HSA  should  hold  a  public  hearing 
at  which  all  oral  comments  are  transcr^-bed.    All  comments  must  be 
taken  into  consideration  before  the  HSA  Board  adopts  the  procedures 
and  criteria  and  reasons  must  be  given  in  writing  for  the  rejection 
of  suggestions  for  changes.     Fourth,  copies  of  the  adopted  procedures 
and  criteria  should  be  sent  to  everyone  on  the  newsletter  mailing 
list. 

The  proposed  regulations  specify  minimum  procedural  require- 
ments which  all  HSAs  must  meet.     The  procedures  include  notification 
by  newspaper  publication  of  the  beginning  of  each  review,  completion  '• 
of  HSA  review  and  recommendations  to  the  State  Agency  within  60  days, 
a  public  hearing  at  which  any  person  has  an  opportunity  to  present 
testimony  (but  only  if  requested  within  30  days  of  notification),  and 
written  findings  stating  the  basis  for  any  de.clslon,  which  must  be 
made  available  to  the  public  on  request.    The-  weakness  of  this 
approach  is  that  it  places  the  burden  for  initiating  a  public  hearing 
outside  the  HSA.     In  order  to  encourage  community  Involvement  in 
certificate  of  need  review,  the  HSA  should  routinely  hold  a  public 
hearing  on  each  application.     It  should  include  in  each  of  its 
periodic  newsletters  a  list  and  brief  description  of  all  certificate 
of  need  applications  which  have  been  received,  and  the  time  and  place 
of  the  public  hearing.    The  review  cycle  would  begin  on  the  date  of 
the  newsletter  which  gives  notice  that  the  application  has  been 
received.     (The  HSA  would  still  be  required  to  publish  newspaper 
notice).    The  date  of  the  public  hearing  should  be  at  least  30  days 
after  the  date  of  notification  in  order  to  afford  consumer  groups 
adequate  time  to  prepare  their  oral  and  written  testimony.  Oral 
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comments  should  be  transcribed  and  all  comments,  written  or  oral, 
should  be  taken  Into  consideration  by  the  HSA  In  making  Its  findings. 
Reasons  should  be  given  for  the  rejection  of  each  comment  In  the 
HSAfe  written  findings. 

The  proposed  regulations  list  a  minimum  set  of  criteria  which 
must  be  met  by  all  certificate  of  need  applications.     The  criteria 
include  consistency  with  the  HSP  and  AIP,  public  need  for  the  proposed 
service,  whether  there  are  better  alternative  approaches  to  providing 
the  proposed  service,  whether  the  applicant  can  secure  the  financing 
and  the  personnel  to  actually  provide  the  service,  and  whether  the 
proposed  service  will  be  appropriately  coordinated  with  other 
related  facilities  and  services.     There  are  also  criteria  suggesting 
special  consideration  for  tertiary  care  centers,  health  maintenance 
organizations,  and  research  projects.     Finally,  in  the  case  of  con- 
struction projects,  there  must  be  consideration  of  both  the  costs  of 
construction  and  the  impact  of  the  project  on  future  operating  costs. 

There  are  at  least  three  ways  in  which  the  proposed  criteria 
should  be  altered  or  expanded.     First,  the  cost  criteria  which  apply 
to  construction  proposals  should  be  applied  to  all  capital  expendi- 
tures over  $50,000  aid  should  include  consideration  of  projected 
savings  in  operating  costs,  and  charges  or  changes  in  charges  which 
will  result  from  the  proposed  capital  expenditure.     Second,  there 
ought  to  be  an  explicit  criterion  regarding  the  health  benefits  to 
patients  which  are  expected  or  likely  to  accrue  from  the  proposed 
project.  I.e.,  the  evidence  that  the  project  will  serve  to  improve 
or  maintain  health,  whether  it  will  reduce  risks  to  patients,  save 
lives,  avoid  sickness,  or  lead  to  more  effective  treatment.  Third, 
it  would  seem  to  be  more  appropriate  and  consistent  with  the  avowed 
purposes  of  PL  93-6^1  to  give  special  consideration  to  the  medically 
underserved  rather  than  to  teaching  hospitals  (which  do  get  special 
attention ' under  the  proposed  criteria).     All  projects  should  be 
reviewed  in  light  of  the  current  deficiencies  in  primary  care  in 
inner  city  poverty  areas  and  remote  rural  areas. 

The  proposed  regulations  also  include  certain  required  findings 
for  the  granting  of  a  certificate  of  need  for  new  inpatient  facilities. 
These  Include  the  findings  that  there  is  no  cheaper  alternative  to 
inpatient  construction,  that  existing  inpatient  facilities  are  being 
appropriately  and  efficiently  utilized,  that  modernization  or 
sharing  arrangements  alone  would  not  be  adequate,  and  that  patients 
will  have  difficulty  obtaining  inpatient  services  if  the  project  is 
not  undertaken.     These  criteria  are  appropriate  but  do  not  provide 
enough  detail.     First,  no  one  who  owns  existing  facilities  should  be 
allowed  to  expand  unless  he  or  she  can  show  that  the  facilities  he  or 
she  owns  are  being  utilized  with  maximum  efficiency  (by  documenting 
a  pre-admission  review  system  which  is  effective  in  preventing 
unnecessary  hospitalization,  for  example),  that  the  facilities  are 
providing  high  quality  care  (if  they  are  not,  expenditures  should  be 
made  on  correcting  quality  deficiencies  rather  than  expansion)  and  that  the 
facilities  are  meeting  the  requirements  of  the  Hill-Burton  law  for 
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providing  free  care  and  community  service.     Second,no  Inpatient 
construction  should  be  allowed  If  the  area  Is  already  at  or  above 
the  bed  celling  specified  In  the  HSP  or  AIP  or  If  the  apparent  need 
for  new  beds  Is  actually  a  result  of  Inappropriate  utilization  of 
existing  hospitals  in  the  area  or  If  there  are  a  substantial  number 
of  unoccupied  beds  in  other  existing  hospitals. 

Finally,  there  should  be  similar  required  findings  for  other 
major  categories  of  capital  expenditures  such  as  outpatient  facili- 
ties and  major  capital  equipment  such  as  computerized  axial  tomography 
(CAT)  scanners.     All  should  involve  strict  scrutiny  of  actual  health 
benefits  which  will  accrue  to  patients  and  actual  costs,  both  acqui- 
sition and  operating  or  maintenance  costs. 

At  this  point,  the  health  planning  authorities  and  activities 
required  by  PL  93-641  at  the  state  level  should  be  mentioned.  The 
State  Health  Planning  and  Development  Agency  (SHPDA),  has  final 
authority  to  grant  or  deny  a  certificate  of  need.     The  Statewide 
Health  Coordinating  Council  (SHCC)  advises  the  SHPDA  and  must  approve 
the  State  Health  Plan  (SHP),  which  is  largely  made  up  of  HSPs  from 
health  service  areas,  within  the  state.     The  SHPDAs ,  most  of  which 
have  now  been  designated,  must  also  adopt  procedures  and  criteria 
for  certificate  of  need  review  at  the  state  level. 

The  Health  Research  Group  is  developing  a  model  state  certifi- 
cate of  need  statute  to  comply  with  the  criteria  of  PL  93-641  and 
also  Include  provisions  -designed  to  strengthen  the  accountability  of 
the  State  Agency  to  consumers.     Copies  of  the  model  statute  cein  be 
obtained  for  $2.00  by  writing  to  the  Health  Research  Group,  Suite  708, 
2000  P  St.  N.W.,  Washington,  D.C.     20036.     The  statute  will  be  accom- 
panied by  commentary  about  how  consumers  can  become  Involved  in  health 
planning  at  the  state  level.     One  Important  question  which  will  be 
answered  by  state  certificate  of  need  laws  is  what  kinds  of  proposed 
services  are  subject  to  review.     The  minimum  coverage  required  by 
PL  93-641  includes,  for  example,  only  capital  expenditures  in  excess 
of  $150,000  and  does  not  Include  expenditures  by  physicians  on  equip- 
ment (such  as  $500,000  CAT  scanners)  for  their  private  offices.  The 
latter  issue  is  particularly  controversial.    Physicians'  offices 
were  excluded  from  coverage  under  the  proposed  regulations  because  of 
pressure  from  organized  medicine.     Consumers  must  fight  to  close  this 
loophole  by  including  physicians'  offices  under  their  state  certificate 
of  need  law,  which  can  provide  for  broader  coverage  than  the  Federal 
regulations. 

8.     During  the  HSA's  period  of  conditional  designation,  be  sure  to 
document  and- complain  about — informally  J.n  written  comments  , 
and  at  public  hearings — all  Instances  of  unresponsiveness  to 
consumer  interests.     Copies  of  your  complaints  should  be  sent 
to  the  HSA  Board,  the  Governor,  the  Statewide  Health  Coordinating 
Council,  your  Congressper3on(s)  ^d  the  Health  Research  Group. 


All  HSAs  are  now  conditionally  designated.    Their  conditional 
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status  will  continue  for  either  one  year  or  two  years  from  the  date 
of  the  conditional  designation.    In  order  to  be  fully  designated,  the 
HSA  must  submit  another  application  to  both  the  Governor  and  the 
regional  office  of  HEW.     In  addition  to  demonstrating  that  the  HSA 
Is  capable  of  performing  all  the  required  statutory  functions,  the 
application  must  Include 

A  detailed  description  of  the  manner  in  which 
the  community  has  been  Involved  In  the  submis- 
sion of  the  application  Including  evidence 
that  the  applicant  has  provided  at  a  minimum 
an  opportunity  for  members  of  the  public  to 
express  their  views  on  the  qualifications,  pro- 
posed governing  body  composition,  and  proposed 
application  of  the  applicant  both  In  writing 
and  at  a  public  meeting  sponsored  by  the  appli- 
cant entity.     Notice  of  the  time,  place  and 
purpose  of  such  meeting  shall  be  given  to  mem- 
bers of  the  public  through  publication  of  a 
notice  In  at  least  two    newspapers  of  general 
circulation  throughout  the  health  service  area 
at  least  two  weeks  prior  to  such  meeting.  Such 
~      ,  meeting  must  be  held  at  least  30  days  prior  to 

the  submission  of  the  application  to  the 
Secretary.    Such  notice  shall  also  provide  that 
a  statement  of  the  qualifications  and  proposed 
governing  body  composition  of  the  applicant  and 
a  copy  of  the  proposed  application  will  be  avail- 
able for  public  Inspection  and  copying  at  a 
specified  address,  and  shall  Invite  written 
comments  thereon  by  members  of  the  public.  A 
summary  of  the  comments  made  at  the  public  meet- 
ing and  copies  of  any  written  comments  shall  be 
appended  to  the  application. 

Of  course,  your  group  should  make  sure  that  hearings  are  held 
in  all  subareas,  that  they  are  publicized  through  the  newsletter, 
and  that  you  obtain  a  copy  of  the  proposed  application. 

The  Governor  will  be  given  30  days  for  review  and  comment  after 
the  submission  of  the  application — the  same  procedure  as  for  the 
conditional  application.     If  the  HSA  is  not  conducting  its  business 
openly  and/or  is  not  being  responsive  to  the  best  Interests  of 
consumers  in  its  development  of  the  Health  Systems  Plan,  the  Annual 
Implementation  Plan,  and  procedures  and  criteria  and  in  its  certifi- 
cate of  need  review  decisions,  consumer  groups  will  have  another 
opportunity  to  prevent  them  from  being  fully  designated  or  at  least 
Influencing  HEW  to  cohdltlon  its  full  designation  on  specific 
Improvements  in  the  procedures  of  performance  of  the  HSA.    This  time 
around  the  HSA  will  have  something  of  a  track  record  to  take  into 
consideration.    Consumer  groups  which  supported  losing  applicants 
for  conditional  designation  (or  which  themselves  were  the  losing 
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applicants)  should  have  a  special  Interest  In  closely  monitoring 
the  sensitivity  of  the  conditional  HSA  to  consumer  interests. 

Important  points  to  remember  are  (1)  document  everything  you 
want  to  complain  about  Immediately  and  in  writing,  (2)  send  a  copy  of 
such  documentation  immediately  (do  not  wait  until  the  HSA  starts 
to  develop  its  application  for  full  designation)  to  the  governing 
board  of  the  HSA,  the  regional  office  of  HEW,  the  Governor's  office, 
the  Statewide  Health  Coordinating  Council,  your  Congressperson(s) , 
and  the  Health  Research  Group,  and  (3)  compile  all  such  documentation 
and  include  it  with  your  oral  and  written  comments  made  at  the 
public  hearing  (which  must  be  attached  to  the  application  for  full 
designation) . 

All  of  the  above-mentioned  people  and  groups  should  be  kept 
Informed  about  the  performance  of  the  HSA  because  all  are  Involved 
directly  or  Indirectly  in  the  decision  by  HEW  on  full  designation. 
HEW  is  required  to  consult  the  Governor  and  the  Statewide  Health 
Coordinating  Council,  and  members  of  Congress  will  not  hesitate  to 
try  to  Informally  influence  the  decision.     The  Health  Research  Group 
can  make  use  of  such  complaints  by  giving  them  publicity  in  the  press 
and  by  confronting  the  HEW  officials  in  Washington  who  have  respon- 
sibility for  Implementing  the  health  planning  law. 

Two  final  caveats  are  In  order.     First,  the  discussion  about 
certificate  of  need  criteria  and  procedures  is  based  on  proposed 
Federal  regulations.     The  final  regulations,  which  are  due  to  be 
published  sometime  before  the  end  of  the  year,  will  undoubtedly  contain 
changes  (HEW  received  3,000  comments  on  the  proposed  regulations). 
Be  sure  to  obtain  a  copy  of  the  final  regulations  and  have  an  HSA 
staff  person  explain  any  changes  that  have  been  made.     Second,  and 
perhaps  more  ominous,  the  legislative  authority  for  PL  93-641  expires 
on  June  30,  1977.     Congressional  committees  will  begin  holding 
hearings  on  amendments  to  the  law  early  in  1977-     Organized  medicine 
will  be  working  for  repeal  or  at  least  weakening  of  the  law. 
Governors  and  local  politicians  will  ask  Congress  to  turn  health 
planning  back  to  the  states  or  at  least  give  state  and  local  govern- 
ments more  control.     In  short,  various  vested  political  interests 
will  be  trying  to  amend  the  law  in  ways  which  could  be  detrimental  to 
consumer  Interests.     Thus,  consumers  must  demonstrate  over  the  next 
several  months  that  health  planning  controlled  by  consumers  can  work. 
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Important  Tasks  Required  of  the  Health  Systems  Agency  (HSA) ,  the 
State  Health  Planning  and  Development  Agency  (SHPDA) ,  ajid  the 
Statewide  Health  Coordinating  Council  (SHCC)  during  the  CondTtlonal 
Designation  Period. 


HSA 


SHPDA 


Must  be  completed  before  full  designation: 
Collect  Data 


Adopt  Health  Systems 
Plan  (HSP) 

Adopt  Annual  Imple- 
mentation Plan 
(AIP) 


Adopt  Procedures 
and  Criteria  for 
Certificate  of 
Need  Review 


Develop  State  Health 
Plan  (SHP) 

Develop  State 

Medical  Facilities 
Plan  (SMFP) 


SHCC 

Formation 
Approve  SHP 

Approve  SMFP 


(State  Legislature  Must  Pass/Amend  State 

Certificate  of  Need  Statute  to  Comply  with 
PL  93-6^11) 


Adopt  Procedures  and 
Criteria  for 
Certificate  of 
Need  Review 


Not  Required  Before  Full  Designation: 


Certificate  of 
Need  Review 

Periodic  "Appropri- 
ateness" Review* 

Federal  Grant 
Review* 

*(Nelther  can  be  per- 
formed until  after 
the  first  year  and 
after  adoption  of 
the  HSP  and  AIP) 


Certificate  of 
Need  Review 

Periodic  "Appropri- 
ateness" Review 


Review  Applications 
by  State  for 
Federal  Funds 
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A  GLOSSARY— FOR  EATING  THE  ALPHABET  SOUP  OF  HEALTH  PLANNING 


Following  is  a  slightly  revised  and  expanded  version  of  a 
glossary  published  in  the  first  CHAN  newsletter: 

Health  planners  seem  to  speak  a  foreign  language.     The  language 
abounds  with  letters,  sections  of  laws,  designated  this  and  that — 
in  short,  all  the  Ingredients  for  confusion  to  the  uninitiated.     To  slip 
into  verbal  shorthand  with  colleagues  is  understandable.     It  saves 
time.    However,  when  non-experts  involve  themselves — and  that  is  the 
idea  for  health  planning — Jargon  is  intimidating  and  counter-produc- 
tive.   It  wastes  time. 

Because  subscribers  to  CHAN  range  from  professional  health 
planners  to  interested  consumers.  Health  Research  Group  includes  a 
brief  glossary  to  commonly  used  terms  in  health  planning.    Many  of 
the  terms  appear  in  CHAN.    Others  are  bandied  about  at  public  meet- 
ings.    Consumers  will  find  themselves  on  much  better  footing  if  they 
know  some  of  the  Jargon.    Health  planners  might  glance  through  the 
glossary  too.    Not  with  an  eye  towards  information  gathering  for  them- 
selves, but  rather  with  an  eye  towards  reacquainting  themselves  with 
how  much  others  have  to  master. 

LAWS  &  PROGRAMS 

Hill-Burton;     The  first  federal  health  planning  effort,  the 
Hospital  Survey  and  Construction  Act  of  19^6  iH2  U.S.C.§291  et.  seq. ) , 
set  up  a  network  of  State  agencies  to  assess  the  need  for  health 
facilities.    The  agencies  were  responsible  for  developing  plans  to 
construct  those  facilities  and  for  funding  the  construction.  To 
the  good,  the  Hill-Burton  program  built  hospitals  in  long  under- 
served  areas.    To  the  bad,  the  Hill-Burton  program  fixated  on  acute 
care  beds  with  a  disinterest  in  an  integrated  medical  system  which 
offers  out-patient  care  where  appropriate . 1 

CHP :     The  Comprehensive  Health  Planning  and  Public  Health 
Services  Amendments  of  1966  (P.L.  89-7^9;  codified  at  ^42  U.S.C.§291 
et.  seq. ) ,  grafted  onto  the  already  extant  voluntary  health  planning 
structure.    State  CHP  "A"  agencies  and  local  CHP  "B"  agencies  were 
to  monitor  the  construction  of  health  facilities  and  furnish  an 
arena  for  providers,  government,  and  consumers  to  discuss  health 
planning.    A  last  minute  insertion  in  the  law  which  prohibited  CHP's 
from  interfering  with  existing  patterns  of  private  practice  of  medi- 
cine2  assured  that  the  teeth  of  the  legislation  were  blunted. 


1  Barry  Ensminger,  The  $8  Billion  Hospital  Becl  Overrun,  (Health 
Research  Group,  1975),  47ff. 

2  Ibid..  50ff . 
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RMP:     The  Heart  Disease,  Cancer,  and  Stroke  Amendments  of  I965 
(P.L.~^-239;  codified  at  ^2  U.S.C.§2i<6  et.  se^. )  authorized  the 
creation  of  Regional  Medical  Programs  to  coordinate  medical  research 
and  disseminate  the  results  of  research  throughout  the  health  care 
system.     DHEW  designated  regional  agencies  which  received  federal 
funds  to  accomplish  these  functions.     Subsequently  these  designated 
RMPs    received  more  funds  and  expanded  their  Jurisdiction  to  Include 
data  exchange  and  construction  projects  among  other  things.  The 
RMPs  got  into  the  health  planning  process  to  the  tune  of  $1  billion. 

Section  1122:     Section  1122  of  the  Social  Security  Act  ( il2  U.S.C. 
§1320a-l,  42  C  .F.R.§100. 101  et.  se^^. )  became  effective  in  January, 
1973.     Under  section  1122  DHEW  pays  the  administrative  costs  to 
submit  proposals  for  additional  construction  to  a  review  process. 
In  order  to  be  approved,  they  must  fulfill  a  "public  need."  Condi- 
tioned on  the  successful  passage  through  the  review  process  are 
reimbursement  of  Medicaid,  Medicare,  and  Title  V.     The  CHP  agencies 
were  to  act  as'  reviewers  at  a  local  level.     38  states  participate 
in  the  Section  1122  program. 

Certificate  of  Need:     Certificate  of  Need  (C/N)  laws  vary  in 
e'ach  of  the  30  states  which  have  enacted  legislation  with  respect  to 
structure  and  authority.     The  main  thrust  is  to  insist  that  "public 
need"  be  demonstrated  before  expansion  of  health  facilities  or 
services  can  take  place.     CHP  "B"  agencies  usually  perform  local 
review  under  C/N. 

PL  93-641:     The  National  Health  Planning  and  Resources  Devel- 
opment  Act  (codified  42  U .S  . C  . § 300k-l  et_.  seq. )  was  enacted  on 
January  4,  1975.     It  represents  the  third  legislative  try  to  make 
sense  out  of  health  planning.     New  health  planning  agencies  will 
replace  CHPs,  Hill-Burton,  and  RMPs.     These  health  planning  agencies 
will  have  bigger  staffs  and  therefore  have  the  opportunity  to  depend 
less  on  Industry.     PL  9  3-641  mandates  Certificate  of  Need  legisla- 
tion in  every  state,  in  addition  to  continuing  to  fund  Section  1122. 
Most  Important,  the  consumer  is  written  into  PL  93-641.  Consumer 
majorities  are  required  at  the  local  level  and  can  dominate  60%  of  the 
areawide  board  membership.     However,  in  order  to  be  effective, 
consumers  must  become  knowledgeable  about  the  law  and  the  health 
needs  of  their  areas. 

PL  93-6  41  contains  many  new  terms.     Here  are  a  few  useful  .ones: 

HSA:     Health  Systems  Agencies  are  the  planning  agencies  estab- 
lished to  review  constructron  proposals.     The  role  of  the  HSA  includes 
(a)  gathering  and  analyzing  data  from  objective  sources  such  as 
statistics  generated  from  the  health  care  delivery  system  and  from 
subjective  data,  such  as  people's  opinions  based  on  their  health  needs 
and  experiences;  (b)  formulating  health  plans  and  criteria  for 
Judging  "need"  based  on  community  wants:   (c)  educating  the  community 
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about  the  long-range  Implications  of  their  local  health  plan; 
(d)  start  slowing  the  Increase  of  health  care  costs  by  scrutinizing 
new  investment  to  see  whether  it  fits  into  the  local  plan.  The 
staffs  of  HSAs  will  consist  of  5  to  25  people.    The  majority  of  the 
governing  board  of  the  HSA  must  be  consumers. 

HSA;    Health  Service  Area — HSA  can  also  stand  for  the  area 
covered  by  a  Health  Systems  Agency. 

SHPDAs :    State  Health  Planning  and  Development  Agencies  are 
the  state-level  equivalents  of  HSAs.    The  SHPDAs  are^supposed  to 
assemble  the  health  plans  of  HSAs  within  the  state  to  formulate  an 
integrated  state  plan.    They  also  administer  and  have  final  decision- 
making authority  in  Section  1122  and  Certificate  of  Need  programs. 

SHCC:    Statewide  Health  Coordinating  Councils  consist  of  at  least 
16  members,  appointed  by  the  governor,  of  whom  60$  represent  HSAs. 
At  least  1/2  must  be  consumers.     The  Councils  approve  State  Health 
Plans,  review  budgets  for  HSAs,  and  advise  the  state  agencies. 

HSP:    Health  Systems  Plans  are  blue  prints  for  community  health 
needs  made  up  by  HSAs. 

AIP :  Annual  Implementation  Plans — the  nuts  and  bolts  as  to  what 
will  happen  in  an  area  during  a  one-year  period. 

PSRO:     Professional  Standards  Review  Organization,  a  Federal 
program  still  in  its  early  stages.    PSROs  are  supposed  to  monitor  the 
quality  of  medical  care  by  audits  of  individual  practitioners  and 
services.    PSROs  are  supposed  to  make  some  of  their  data  available 
to  HSAs. 

SAC:    Subarea  Advisory  Councils — HSAs  may,  but  are  not  required 
to,  establish  SACs  at  the  local  level  to  advise  them  on  their 
functions.    SACs  provide  an  opportunity  for  more  consumers  to  be 
directly  involved  in  HSA  activities.     SACs  are  also  required  to  have 
a  consumer  majority. 

SHP;    State  Health  Plans  will  be  composed  of  HSPs  for  health 
service  areas  witEin  the  state.    They  will  be  prepared  by  the  SHPDA 
and  must  be  approved  by  the  SHCC. 

SMFP;    State  Medical  Facilities  Plans  describe  which  health 
facilities  need  further  construction  or  modernization.    SMPPs  are 
prepared  by  the  SHPDA  and  approved  by  the  SHCC.    They  are  a  prerequi- 
site to  the  state's  receiving  Hill-Burton  money. 
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GENERAL  TERMS 


Rate  Review  or  Rate  Setting:     Rate  Review  translates  Into  how 
much  money  hospitals  and  other  providers  of  health  care  receive 
from  Insurance  companies,  federal  and  state  prograjns ,  such  as  Medicaid, 
and  Individuals.     In  this  system  Institutions  project  financial  needs 
In  advance  and  set  charges  (rates)  accordingly.     An  agency  reviews 
these  rates,  and  the  institutions  must  operate  within  the  budget 
or  go  into  the  red. 

Capital  Expenditures  &  Services  Controls  ( CES ) :     The  CES 
Controls  means  examining  the  supply  of  facilities  and  services  with 
the  Intention  of  balancing  off  need  against  the  expense  of  expansion 
and  modernization.     The  goal  of  CES  controls  is  to  discourage  the 
creation  of  facilities  over  and  above  community  needs.  Certificate 
of  Need  Is  an  example  of  direct  control  whereas  Section  1122  is  an 
example  of  indirect  control. 
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Mr.  Florio.  Dr.  Carter? 

Mr.  Carter.  Thank  you,  Mr.  Florio. 

I  do  not  have  many  questions.  I  heard  one  statement  there  and  I 
wonder  if  I  heard  it  correctly,  that  insurers  are  really  a  bankers' 
organization  ?  Is  that  correct  ? 

Dr.  Wolfe.  No,  I  said  that  they  functionally  have  been  serving  in  a 
capacity  which  I  think  can  be  described  as  a  banking  operation  for 
providers.  They  have  only  barely  scratched  the  surface  of  the  poten- 
tial they  have  for  controlling  health  care  costs.  They  have  allowed 
health  insurance  premiums  to  increase  in  direct  proportion  to  what- 
ever expenditure,  needed  or  imneeded,  has  been  put  out  by  the 
providers. 

So  what  I  am  saying  is  that  functionally  it  is  unreal  to  disassociate 
them  from  providers  and  therefore,  allow  them,  as  opposed  to  pro- 
viders, to  become  financial  supporters  of  HSA's. 

Mr.  Carter.  Along  that  line  

Dr.  Wolfe.  Some  of  them  are  also  bankers. 

Mr.  Carter  [continuing].  I  notice  that  you  are  advocating  much 
tighter  governmental  controls  in  every  way,  is  that  not  correct  ? 
Dr.  Wolfe.  In  health  planning,  you  mean  ? 

Mr.  Carter.  All  the  way  through,  it  seems  to  me,  all  through  your 
statement  here  you  have  advocated  much  stricter  control  by  the  Fed- 
eral Government. 

Dr.  Wolfe.  Well,  by  the  Federal  Government  through  the  HSA's.  I 
think  the  idea  of  passing  Public  Law  93-641  was  an  admission  that 
the  previous  Federal  authority  over  health  planning  was  too  weak,  so 
that  if  the  purpose  of  Public  Law  93-641  was  to  strengthen  the 
authority,  we  are  suggesting  amendments  that  would  continue  to  go  in 
that  direction.  The  evidence  thus  far  is  that  it  has  not  worked. 

Mr.  Carter.  Now,  since  you  do  not  think  that  the  insurers — and  I 
would  refer  specifically  to  Blue  Cross  and  Blue  Shield — do  not  think 
that  they  have  done  their  duty  as  they  should,  why  is  it  that  the  cost 
of  administering  their  program  is  so  much  less  than  it  is  for  the  Gov- 
ernment's cost  of  administering  medicaid  ? 

Dr.  Wolfe.  Well,  I  think  you  are  referring  to  some  comparisons 
that  came  out  about  li/^  years  ago  that  

Mr.  Carter.  No,  I  am  referring  to  knowledge  I  gathered  over  the 
years. 

Dr.  Wolfe.  Okay,  well  

Mr.  Carter.  It  is  commonly  accepted. 

Dr.  Wolfe.  Well,  I  do  not  accept  it.  I  think  that  in  a  number  of  the 
comparisons  I  have  seen,  what  has  been  included  for  the  Blue  Cross- 
Blue  Shield  as  opposed  to  the  medicaid  are  really  different  packages 
of  administrative  costs.  I  have  not  seen  any  data  that  looks  at  exactly 
the  same  jobs  done  by  medicaid  and  Blue  Cross  and  Blue  Shield  that 
says  that  Blue  Cross  and  Blue  Shield  have  lower  costs.  But  that  is 
really  a  different  issue  that  I  am  speaking  to.  I  am  speaking  

Mr.  Carter.  Well,  since  you  brought  that  up,  what  percentage  of 
dollars  spent  by  Blue  Cross  and  Blue  Shield  is  for  administration  ? 

Dr.  Wolfe.  I  believe  the  most  recent  figures  I  have  seen  are  some- 
where between  5  and  10  percent. 

Mr.  Carter.  About  8  percent. 
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And  for  administering  the  medicaid  program  by  the  Federal  Gov- 
ernment, what  percentage,  per  dollar,  is  that  ? 
Dr.  Wolfe.  I  do  not  know. 
Mr.  Cartek.  You  do  not  know  ? 

Dr.  Wolfe.  I  think  it  might  be  something  like  20  percent,  but  

Mr.  Carter.  20  percent. 

All  right,  that  there,  that  is  a  crucial  point  to  me.  20  percent  for 

administering  this  program  

Dr.  Wolfe.  But  the  job  

Mr.  Carter  [continuing].  When  a  private  group,  or  private,  non- 
profit group  does  it  for  8  percent  

Dr.  Wolfe.  But  they  are  not  

Mr.  Carter.  Thank  you  very  kindly. 

Dr.  Wolfe.  But  they  are  not  doing  the  same  job,  as  I  pointed  out. 
You  are  comparing  apples  with  oranges. 
Mr.  Carter.  No,  I  am  not  either,  absolutely  not. 
Dr.  Wolfe.  Lemons  with  oranges. 

Mr.  Carter,  Absolutely  not.  You  are  just  coming  out  for  more  of 
the  same. 

If  we  followed  what  you  said,  we  would  have  a  medicaid  jungle  in 
this  coimtry,  I  am  afraid.  Every  time  we  involve  the  Federal  Govern- 
ment more  and  more,  it  gets  worse  and  worse,  imtil  finally  we — I  do 
not  know.  I  just  feel  that  we  should  leave  it  as  much  as  we  can  to 
private  enterprise,  so  long  as  it  performs  within  the  bounds  of  reason. 

Mr.  Florio.  Mr.  Waxman  ? 

Mr.  Waxman.  Thank  you.  Dr.  Wolfe,  for  your  testimony.  I  have 
just  a  few  questions. 

On  point  No.  5,  you  recommend  a  certificate-of-need  requirement,  a 
loophole  that  you  would  like  to  see  plugged  up.  You  say  HEW  should 
also  be  given  the  authority  to  require  coverage  of  equipment  purchases 
which  are  less  than  $150,000.  It  would  have  a  major  effect  on  operat- 
ing costs  such  as  the  so-called  low-cost  CAT  scanners  now  being 
monitored,  and  fetal  monitors. 

I  am  wondering  if  you  would  set  a  lower  limit,  or  do  you  want  all 
purchases  reviewed  ?  Where  would  you  have  us  draw  the  line  ? 

Mr.  BoGUE.  Well,  this  proposal  has  actually  been  previously  con- 
sidered by  the  subcommittee,  I  believe  during  the  markup  of  the  cost 
containment  bill  last  year.  There  was  a  provision  that  was,  at  one 
point,  in  a  version  of  the  bill  that  you  were  considering;  what  it 
would  do  is  give  to  the  Secretary  of  HEW  the  discretion,  according 
to  certain  narrowly  defined  criteria,  to  say  that  a  particular  piece  of 
equipment,  because  of  its  major  impact  and  operating  costs,  even 
though  its  initial  capital  costs  might  be  lower  than  the  threshhold, 
lower  than  $150,000,  should  be  covered  by  all  state  certificate  of  need 
programs. 

I  think  fetal  monitors  is  a  good  example  of  that,  and  the  other 
recent  example,  as  Dr.  Wolfe  has  already  pointed  out,  is  the  CAT 
scanner  industry,  in  an  attempt,  quite  clearly,  to  get  around  the  capi- 
tal expenditure  review  requirements  and  certificate-of-need  programs, 
have  developed  a  CAT  scanner  that  sells  for  less  than  $100,000. 

And  even  though  it  sells  for  less  than  $100,000  it  can  generate  much 
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more  than  that  aiuiiiallv  in  o]:>erating  costs  despite  the  lower,  initial 
capital  cost. 

So  we  think  that  loophole  needs  to  be-  covered,  and  what  we  are 
really  concerned  about  are  operating  costs  that  are  generated  by  this 
c-apital  equipment. 

Dr.  TVoLTz.  In  other  words,  what  we  are  saying  is  that  automatical- 
ly all  purchases  above  a  certain  thresliliold  should  be  reviewed,  but 
that  below  the  threshold  there  would  be  diseretion  that  takes  iato 
accomit  the  impact  of  the  piu'chase. .  Even  if  the  purchase  is  only 
SoO.O'X*.  or  in  tliis  case  SQO.lX^O  or  SSO.OOO.  there  may  be  something 
about  it  that  reveals  much  more  expenditure  on  the  horizon,  even 
though  the  item  itself  does  not  cost  that  mtich. 

Mr.  BoGUE.  I  do  not  think  we  would  be  opposed  to  a  requirement 
that  said  there  would  have  to  be  some  minimal  amount  of  operating 
costs  projected  from  that  piece  of  equipment,  rather  than  leaving  it 
wide  open,  so  that  the  Secretary  cotild  designate  anything,  even  if  it 
had  relatively  low  cost. 

It  would  only  be  those  pieces  of  equipment  that  had  a  major 
impact. 

Dr.  TVoLFz.  Six  of  these  low-cost  CAT  scanners,  for  example,  were 
ordered  in  the  last  couple  of  months  in  the  Chicago  area.  Though, 
teclinically.  their  cost  fell  imdemeath  the  ceiling,  on  a  voltmtary  basis 
they  have  been  reviewed.  I  do  not  think,  however,  that  we  can  count 
on  stich  voluntary  processes  to  occur  in  other  parts  of  the  coimtry. 

'Mr.  TTax^iax.  Since  the  law  em^isions  that  HSA's  wotild  be  domi- 
nated by  consimiers.  would  you  then  end  up  duplicating  staff  by  hav- 
ing a  separate  staff  for  those  who  are  the  consimiers  on  the  board  i 
Don't  you  tliink  the  problem  is  that  HSA's  are  not  dominated  by 
consumers,  and  we  should  change  the  law  to  make  sure  that  the  intent 
of  Congress  is  carried  out  ? 

Dr.  TVoLFE.  Technically,  the  board  composition  makes  it  appear 
that  they  are.  but  again,  there  is  a  difference  between  nominal  con- 
sumerism where  you  have  a  certain  percentage,  and  fimctional  con^ 
sumerism  where  the  consumers  are  informed  enough. 

Dr.  Carter's  idea  of  letting  the  free  enterprise  system  operate  is  a 
good  one  if  all  the  sides  are  able  to  do  battle  and  really  make  it 
fimction  properly.  But  I  tliink  Dr.  Carter  is  as  aware,  or  more  aware 
than  I  that  the  information  that  is  really  needed  down  at  the  local 
level,  not  in  TTasliington.  In  health  planning  area  "Washington  needs 
to  serve  a  facilitating  role  to  allow  those  folks  back  home  to  work  out 
their  problems  as  best  as  possible. 

Eeally.  what  we  are  saying  here  is  that  most  consumers  on  these 
boards  do  not  have  enough  information  to  answer  the  often  impres- 
sive, although  sometimes  misleadinsf.  presentations  made  by  providers 
for  the  need  to  do  tliis  and  that.  The  more  they  are  informed  by  an 
independent  staff,  that  gives  them  as  much  of  a  handle  on  tilings  as 
the  providers  already  have  through  _  their  trade  associations,  better 
planning  is  going  to  go  on  locally,  which  is  where  planning  has  to 
occur. 

!Mr.  TTax^iax.  Implicit  in  your  statement  is  the  assumption  that  the 
staff  for  an  HSA  is  pro^-ider-dominated  
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Dr.  Wolfe.  It  often  is. 

Mr.  Waxman.  And  therefore,  the  only  way  to  balance  that  is  to 
give  the  consumers,  whom  you,  perhaps,  consider  to  be  just  nominal 
consumers,  a  separate  staff. 

Dr.  Wolfe.  That  is  correct. 

Mr.  Waxman.  Now,  if  those  consumers  are  just  nominal  consumers, 
are  you  not  then  going  to  have  two  sets  of  staff  that  are  going  to  end 
up  doing  the  same  thing,  making  the  same  recommendations  ? 

Dr.  Wolfe.  Perhaps,  in  a  very  few  HSA's,  you  will.  But  I  think 
that  more  likely  what  you  will  do  is  have  a  backup  staff  for  con- 
sumers that  will  allow  them  to  participate  much  more  effectively  in 
fending  off  these  never-ending  series  of  proposals  made  by  providers. 

I  think  there  are  a  few  places  where  that  might  be  a  problem,  but 
unfortunately,  not  too  many. 

Mr.  Waxman.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Florto.  Gentlemen,  I  would  just  like  to  make  an  observation 
with  regards  to  your  comments  to  Dr.  Carter  about  the  role  of  the 
carriers,  that  is,  the  private  carriers  and  the  nonprofit  carriers.  I  am 
not  quite  as  pessimistic  as  you  appear  to  be,  because  we  have  seen 
some  of  the  carriers  start  to  utilize  the  reimbursement  mechanism  in  a 
more  responsible  way,  saying  that  they  are  not  going  to  reimburse  for 
certain  activities  that  they  regard  as  not  being  as  cost  containment 
oriented  as  they  should  be. 

So  I  really  think  what  we  should  be  doing  is  trying  to  encourage 
that,  out  of  their  self-interest  as  well  as  the  total  public  interest.  I  am 
not  sure  exactly  how  to  go  about  doing  that,  but  I  think  it  is  a  trend 
that  I  am  starting  to  see  in  a  number  of  areas  that  is  healthy,  and  we 
should  be  doing  everything  possible  to  encourage  that. 

Dr.  Wolfe.  I  would  agree.  I  am  not  saying  that  the  few  examples 
that  you  and  I  are  both  aware  of,  where  the  insurance  industry  has 
begun  to  put  the  lid  on  things,  should  not  continue. 

E-ather  I  do  not  think  it  is  very  healthy  from  the  standpoint  of 
insurors  providing  financial  support  for  the  HSA's. 

Mr.  Florio.  Let  me  just  conclude  with  a  question  that  I  have  asked 
everyone  we  have  had  here  in  the  last  2  days,  do  you  think  that  the 
requirements  contained  in  this  bill  for  having  25  percent  mandated 
prospectively  elected  officials  as  part  of  the  board  is  desirable  ? 

Mr.  BoGUE.  I  think,  if  we  had  to  choose  between  the  present  frame- 
work and  one  in  which  there  was  a  25-percent  requirement  for  local 
officials,  that  I  believe  that  there  is  some  advantage  in  having  those 
local  officials  there  in  terms  of  accountability. 

I  think  that  you  cannot  generalize  about  local  officials,  though.  It 
depends  an  awful  lot  on  what  the  local  political  situation  is  and 
whether  or  not  those  officials  are  pro-consumer,  pro-provider,  neutral, 
effective,  or  ineffective.  It  depends  an  awful  lot  on  who  the  individuals 
are. 

What  we  actually  did,  in  an  amendment  that  we  proposed  earlier  to 
the  staff,  was  to  say  that  the  requirement  for  consumer  representation 
should  be  increased  to  65  percent  and  the  requirement  for  provider 
representation  should  be  decreased  somewhat  to  35  percent.  The  local 
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officials  should  be  required  to  be  represented,  but  they  would  have  to 
be  identified  as  either  providers  or  consumers. 

Local  officials  I  think  we  would  favor  to  the  extent  that  they  are 
active  and  they  are,  in  fact,  accountable. 

Mr.  Florid.  Gentlemen,  thank  you  very  much.  We  appreciate  your 
testimony. 

I  am  sorry.  Dr.  Carter  has  one  more  question. 

Mr.  Carter.  I  was  interested  in  your  colloquy  concerning  CAT  scan- 
ners. In  Louisville,  Ky.,  we  are  fortunate  that  St.  Anselm  and  the 
Baptist  Hospital  have  gone  together  and  have  one  that  they  use  that 
way,  and  I  would  always  like  to  compliment  them  on  their  coopera- 
tion and  their  saving  in  this  way. 

But,  as  a  legal  question,  if  a  private  practitioner  who  caters  to  non- 
federally  funded  patients  wants  to  buy  a  CAT  scanner,  is  there  any 
legal  bar  against  his  doing  so  ? 

Mr.  BoGTJE.  Do  you  mean  right  now  ? 

Mr.  Carter.  Or  could  there  be  without  a  constitutional  amendment  ? 

Mr.  BoGUE.  I  do  not  think  that  there  is  a  legal  difficulty  with  thait. 
If  there  were,  I  guess  the  planning  law  would  be  unconstitutional,  and 
it  has  already  been  upheld,  as  you  know. 

Mr.  Carter.  This  part  of  it  T  would  not  think  would  have  been  up- 
held, and  I  do  not  thinlv  it  would  be,  if  that  were  tried.  So  long  as  the 
man  did  not  accept  federally  financed  patients. 

Mr.  Bogue.  I  do  not  know  whether  I  want  to  get  into  a  legal  argu- 
ment here,  but  I  think  you  clearly  could  impose  that  kind  of  require- 
ment under  the  commerce  clause  of  the  Constitution.  I  do  not  think 
there  is  much  difficulty  with  that. 

I  do  not  think  it  is  something  that  we  could  settle  right  now.  I  think 
the  court  has  been  presented  with  that  issue  and  decided  in  favor  

Mr.  Carter.  I  do  not  think  they  have  decided  that  particular  issue. 
I  would  like  to  see  it,  if  you  have  it  included  for  the  record,  and  I  do 
not  believe  it  is  constitutional.  I  think  that  is  a  sort  of  freedom  of 
choice  thing.  If  a  man  has  private  patients  and  if  he  does  not  accept 
those  who  are  funded  by  medicare  and  medicaid — I  doubt  it,  seriously. 

Thank  you,  Mr.  Cliairman. 

Mr.  Florio.  Thank  you  very  much. 

The  committee  will  reconvene  at  2 :00  p.m. 

[Thereupon,  at  12 :15  p.m.,  the  subcomimittee  recessed,  to  reconvene 
at  2  p.m.  this  same  day.] 

affer  recess 

[The  subcommittee  reconvened  at  2 :25  p.m.,  Hon.  James  J.  Florio 
presiding.] 

Mr.  Florio.  Ladies  and  gentlemen.  Chairman  Rogers  will  be  here 
in  a  few  moments,  but  he  has  asked  me  to  reconvene  and  to  get 
started,  because  we  have  a  long  agenda  for  this  afternoon. 

The  next  speaker  is  Frank  J.  Jirka,  Dr.  Jirka,  of  the  American 
Medical  Association,  vice  chairman  of  the  Board  of  Trustees. 

Is  he  here  ? 

Doctor,  perhaps  for  the  record  you  would  like  to  introduce  your 
associates  ? 

Dr.  Jirka.  Yes,  I  shall,  sir. 
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STATEMENTS  OP  FRANK  J.  JIRKA,  JR.,  M.D.,  VICE  CHAIRMAN, 
BOARD  OE  TRUSTEES,  AMERICAN  MEDICAL  ASSOCIATION,  AND 
ARCHIE  T.  JOHNSON,  M.D.,  AD  HOC  COMMITTEE  ON  PLANNING, 
ACCOMPANIED  BY  HARRY  N.  PETERSON,  DIRECTOR,  LEGISLATIVE 
DEPARTMENT;  AND  DAN  HILL,  ASSISTANT  DIRECTOR,  LEGISLA- 
TIVE DEPARTMENT 

Dr.  JiRKA.  I  am  Frank  J.  Jirka,  Jr.,  vice  chairman  of  the  Board  of 
Trustees  of  the  American  Medical  Association  and  a  practicing  physi- 
cian from  Chicago,  111.  With  me  today  is  Dr.  Archie  T.  Johnson,  a 
physician  from  Kaleigh,  N.C.  Accompanying  us  are  Mr.  Harry  N. 
Peterson,  director  of  the  AMA  Legislative  Department,  and  Mr.  Dan 
Hill,  assistant  director. 

We  are  pleased  to  have  this  opportunity  to  express  the  views  of  the 
association  on  H.E.  10460  and  other  proposed  revisions  to  Public  Law 
93-641,  the  National  Health  Planning  and  Resources  Development 
Act. 

We  note  that  H.R.  10460  would  extend  for  4  years  and  would  ex- 
pand the  act.  Mr.  Chairman,  the  American  Medical  Association  sup- 
ports health  planning  as  an  important  element  in  the  efficient,  effective 
delivery  of  high-quality  medical  care  to  patients.  The  planning  proc- 
ess must  be  a  rational  one  in  order  that  the  availability  and  the  quali- 
ty of  care  not  be  adversely  affected  by  inappropriate  decisions 
concerning  the  needs  for  services. 

We  believe  that  health  planning  must  be  flexible  enough  to  accom- 
modate the  different  medical  needs  of  various  communities  and  of  the 
individual  patients,  and  thus,  to  insure  the  availability  of  high-quali- 
ty medical  care  for  all  persons.  This  is  achievable  best  by  placing  the 
planning  authority  and  power  at  the  local  level  and  by  insuring  that 
those  most  directly  involved  in,  and  knowledgeable  about,  the  use  of 
medical  services  at  the  local  level  are  heavily  involved  in  and  have  the 
basic  responsibility  for  making  decisions  regarding  the  quality,  dis- 
tribution, and  availability  of  services. 

Public  Law  93-641  as  presently  written  and  implemented  does  not 
provide  for  appropriate  local  determination.  The  AMA  urges  its  re- 
peal. New  legislation,  premised  on  the  basic  principles  we  have  briefly 
outlined  above,  should  be  developed. 

However,  we  recognize  that  since  current  program  authorizations 
will  soon  expire,  a  complete  legislative  overhaul  may  not  now  be 
possible  within  the  congressional  budget  timetable.  We  therefore  sug- 
gest amendments  [see  p.  369]  that  would  move  the  planning  law  more 
in  the  direction  of  responding  to  patient  needs  by  limiting  Federal 
power  and  by  shifting  authority  and  responsibilty  for  planning  back 
to  the  local  community. 

We  believe  that  the  amendments  in  H.R.  10460,  as  well  as  those 
which  we  understand  to  be  under  consideration  by  the  administration, 
would  not  achieve  the  desired  goal,  but  would,  instead,  impose  addi- 
tional limitations  and  ration  health  resources.  We  urge  Congress  to 
reject  any  amendments  that  would  inhibit  the  delivery  of  high-quality 
medical  care. 
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Attached  to  our  statement  is  a  listing  of  AMA-proposed  amend- 
ments. Those  amendments,  if  adopt>ed,  would,  in  our  opinion,  more 
nearly  achieve  the  objective  of  local  planning  and  we  request  your 
careful  consideration  of  them. 

Because  of  time  constraints,  our  conmients  today  will  be  limited  to 
only  certain  of  the  amendments  proposed  by  the  AMA  and  others. 

Mr.  Chairman,  three  major  proposals  found  in  H.R.  10460  cause 
deep  concern.  These  are :  The  extension  of  certificate  of  need  to  physi- 
cians' offices ;  the  decertification  of  health  facilities ;  and  the  revisions 
to  title  XVI.  If  these  proposals  are  adopted  in  combination  with  other 
regulatory  provisions,  they  could  lead  to  strong  Federal  control  over 
the  development  and  operation  of  the  health-care  delivery  system. 

As  this  subcommittee  is  aware,  the  National  Commission  on  the 
Cost  of  Medical  Care,  an  independent  commission  sponsored  by  the 
American  Medical  Association,  has  recently  issued  its  report  contain- 
ing a  series  of  recommendations  in  response  to  concerns  about  rising 
health-care  costs. 

This  report  has  been  circulated  to  Members  of  Congress  and  to 
various  elements  of  our  society.  The  American  Medical  Association 
has  also  distributed  the  report  to  its  constituent  societies  in  the  medi- 
cal profession. 

The  AMA  is  currently  reviewing  and  analyzing  the  recommenda- 
tions made  in  the  commission's  report,  and  in  evaluating  the  recom- 
mendations, will  have  the  benefit  of  wide  input. 

Several  of  the  recommendations  in  that  report  touch  upon  subjects 
which  are  before  the  committee. 

H.K.  10460  would  require  extension  of  certificate-of-need  to  the 
physicians'  office  by  covering  purchases  of  major  medical  equipment. 

Such  a  step  represents  a  dramatic  extension  of  the  planning  law 
and  must  be  examined  most  carefully.  Any  hasty  action  could  have 
long-range,  unintended  effects. 

For  example,  restriction  of  the  physician's  use  of  new  medical  tech- 
nology could  clearly  impede  development. 

One  of  the  subjects  of  the  commission's  report  relates  to  the  exten- 
sion of  the  certificate-of-need  to  physicians'  offices.  This  recommenda- 
tion states : 

If  certifieate-of-need — (CON) — legislation  proves  to  be  effective  as  a  cost- 
containment  technique  for  in-patient  institutions,  then  for  the  sake  of  con- 
sistency :  Expand  CON  to  provider  settings  outside  the  hospital,  including  private 
physicians'  oflBces,  in  order  to  provide  coverage  for  a  new  facility  or  service  that 
is  being  proposed  for  a  noninstitutional  setting,  and  one  that  substantially  dupli- 
cates the  facilities  or  services  offered  in  the  institutional  setting.  This  certificate- 
of-need  expansion  should  not  include  expenditures  for  replacement  equipment. 

It  must  be  observed,  however,  that  the  recommendation  is  a  quali- 
fied one.  That  is,  the  extension  is  premised  upon  a  finding  that  must 
first  be  made  that  certificate-of-need  is  shown  to  be  effective  as  a  cost- 
containment  measure. 

There  is  as  yet  little  evidence  to  support  the  notice  that  certificate- 
of-need  results  in  significant  cost  savings,  even  for  those  services 
presently  covered. 

Until  such  evidence  is  compiled,  the  extension  of  certific-ate-of-need, 
as  proposed,  would  be  inappropriate.  Moreover,  we  all  must  recognize 
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that  cost  considerations  cannot  be  isolated  from  the  necessity  of  main- 
taining quality. 

The  committee  will  recall  that  it  recently  rejected  a  similar  provi- 
sion when  it  considered  hospital  cost-containment  legislation.  The 
issue  was  carefully  considered  then,  and  we  see  no  reason  why  this 
subcommittee  should  not  reject  this  proposal  again,  pending  careful 
review  and  study  by  all  interested  parties. 

Other  recommendations  of  the  commission's  report  call  for  experi- 
mentation of  regulatory  controls  before  any  widespread  adoption.  In 
this  regard,  several  States  have  adopted  programs  which  can  provide 
a  basis  for  obtaining  experience  with  certificate-of-need  for  equipment 
in  physicians'  offices. 

Moreover,  Mr.  Chairman,  as  to  the  current  law,  we  offer  an  amend- 
ment that  would  make  certificate-of-need  for  institutional  services  a 
State  option.  Far  better,  we  believe,  than  any  coercive  force  by  the 
Federal  government  would  be  a  system  that  permits  the  State  to  elect 
whether  or  not  to  enact  a  certificate-of-need  law.  Permitting  States  to 
seek  alternate  mechanisms  could  lead  to  other,  very  effective  planning 
tools. 

However,  under  the  restrictions  of  current  law,  such  experimenta- 
tion is  precluded,  and  we  may  never  know  if  better  solutions  await 
discovery. 

We  are  also  concerned  by  proposals  mandating  decertification  of 
services.  H.R.  10460  contains  a  provision  that  would  require  States  to 
develop  a  program  to  discontinue  health  services  determined  to  be 
inappropriate.  The  Secretary  would  have  the  authority  to  determine 
what  services  would  be  subject  to  appropriateness  review. 

Decertification  would  be  based  upon  national  criteria  issued  by  the 
Secretary.  The  Secretary  could  require  compliance  under  the  threat  of 
severe  penalties  on  the  State  or  the  HSA. 

Mr.  Chairman,  can  we  easily  forget  the  recent  attempts  by  HEW  to 
establish  mandatory  standards  through  issuance  of  the  national 
health  planning  guidelines?  Does  this  subcommittee  wish  to  endorse 
such  an  authority  by  HEW  ?  Is  the  subcommittee  prepared  to  decide 
that  HEW  can  better  make  decisions  as  to  what  services  are  needed 
in  the  community  than  the  community  itself  ? 

Does  Congress  know  the  potential  effects  of  the  currently  proposed 
guidelines— does  HEW  ? 

Is  Congress  willing  to  gamble  with  the  future  health  care  in  the 
country  in  the  absence  of  any  experience  that  may  be  gained  through 
presently  unproven  HEW  guidelines  ? 

We  cannot  answer  these  questions,  bvit  we  believe  that  they  should 
*  be  before  drastic  measures  are  taken.  Again,  the  cost  commission  re- 
port itself  recommends  decertification  or  conversion,  but  only  if  cer- 
tificate-of-need programs  prove  effective.  We  believe  that  the  certifi- 
cate-of-need program  should  be  studied  carefully  before  supporting 
decertification. 

Certainly,  pending  the  results  of  such  studies,  there  can  be  little 
justification  for  the  broad  authority  for  decertification  as  contem- 
plated in  H.R.  10460,  and  such  provisions  should  not  be  adopted. 

At  this  time,  Mr.  Chairman,  Dr.  Johnson  will  continue  presentation 
of  our  statement. 
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STATEMENT  OF  ARCHIE  T.  JOHNSON,  M.D. 

Dr.  JoHXsox.  Mr.  Chairman,  members  of  the  subcommittee :  Public 
Law  93-641  is  ripe  for  change.  As  Dr.  Jirka  lias  indicated,  the  A]NLV 
has  developed  several  amendments  to  this  law  which  we  believe  will 
go  far  to  insure  that  health  planning  can  enhance,  rather  than  inhibit, 
the  quality  and  availability  of  medical  care. 

At  this  time  I  would  like  to  re^dew  some  of  otir  major  proposals.  I 
will  then  conclude  our  remarks  by  commenting  on  the  title  XVI 
amendments  proposed  in  H.E.  10-i60. 

As  we  earlier  stated,  plamiing  decisions  should  be  made  by  those 
most  interested  in,  and  knowledgeable  about,  health  sendees.  ^lajor 
sources  of  such  knowledge  are  the  practicing  physician  in  an  area. 

While  current  law  makes  limited  provision  for  the  representation  of 
providers  on  HSA  governing  boards  and  other  planning  bodies,  the 
present  requirements  seem  to  discourage,  rather  than  enhance,  physi- 
cian participation  in  the  planning  process. 

Since  rational  plamiing  requires  a.  firm  base,  it  is  unreasonable,  and 
the  stakes  too  high,  to  discourage  from  involvement  those  most  knowl- 
edgeable about  the  health  system.  Therefore,  we  are  proposing  amend- 
ments that  would  require  specific  percentages  of  practicing  physicians 
be  members  of  the  HSA  governino:  bodies.  State  health  coordinating 
coimcils  and  the  National  Health  Planning  Council. 

Closely  associated  with  questions  relating  to  proper  representations 
of  providers  is  the  troublesome  aspect  created  by  the  separate  classifi- 
cation and  definition  of  ''indirect  provider."  While  the  law  provides 
for  ''pro^-ider''  representation,  this  requirement  may  be  filled,  in  large 
part,  by  ''indirect*'  providers  whose  characterizaition  as  a  provider  is 
very  tenuous. 

Under  Public  Law  93-64:1,  which  sets  up  two  classes  of  representa- 
tion— providers  and  consiuners — ^those  termed  "indirect  provider'' 
should  more  accurately  be  included  as  consumers.  If  this  is  not  done, 
or  if  the  definition  is  not  deleted,  this  will  restrict  the  full  participa- 
tion of  many  citizens — physicians,  dentists,  nurees,  and  so  on,  whose 
participation  should  be  encouraged. 

We  are  pleased  to  note  that  the  Congress  is  considering  easing  some 
of  the  restrictiveness  of  this  definition.  This  is  a  positive  step  toward 
encouraging  all  interested  citizens  to  participate  in  local  planning 
decisions.  Such  decisions  can  only  make  health  planning  more  effective 
and  more  acceptable  to  the  commimity. 

L^nfortunately.  easing  of  the  definition  does  not  go  far  enough  to 
solve  the  problem.  The  classification  of  ''indirect  provider"  should  be 
deleted. 

The  proposed  "National  Guidelines  for  Health  Planning,"  pub- 
lished by  HEW  in  September  19TT.  and  recently  revised,  are  another 
indication  of  increased  federalization  of  the  planning  process.  The 
apparent  mandatory  nature  of  these  proposals  imdermines  any  no- 
tions of  community-based  health  plamiing. 

Of  even  greater  concern  are  proposals  that  are  reflected  in  H.R. 
9717  that  would  clearly  and  unequivocably  empower  the  Secretary  to 
set  maximum  and  minimum  standards  for  local  institutional  health 
services. 
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We  object  strongly  to  this  proposal.  It  would  insure  that  HSA's 
would  merely  be  the  enforcement  mechanism  for  planning  decisions 
made  by  HEW. 

■Control  of  institutional  health  services  by  the  Federal  Government 
would  be  totally  contrary  to  the  provision  of  high-quality  medical 
care  and  to  local  determination  of  need.  Such  enforcement  authority — 
authority  which  HEW  presently  claims  it  does  not  have  and  authority 
against  which  many  individuals,  including  Congressmen,  protested 
concerning  HEW's  attempted  national  health  planning  guidelines — 
should  not  now  be  countenanced  by  Congress. 

However,  we  do  believe  that  the  Federal  Government  can,  and 
should  serve,  a  useful  advisory  role  to  help  planners.  In  this  regard,  it 
can  be  appropriate  and  helpful  for  HEW  to  issue  true  guidelines  for 
health  planning.  However,  since  local  initiative  and  flexibility  are  the 
hallmarlcs  of  a  successful  planning  effort,  Federal  guidelines  must 
not  preclude  community-based  determinations  of  health  resources 
needs. 

In  keeping  with  this  belief,  the  amendments  which  we  have  offered 
would  allow  HEW  an  appropriate  advisory  role  in  health  planning, 
while  precluding  the  preemption  of  local  decisionmaking  by  Federal 
officers.  Adoption  of  these  amendments  would,  we  believe,  allay  many 
of  the  fears  aroused  by  HEW's  proposed  guidelines  and  would  be  a 
positive  effect  towards  assuring  political  self-determination. 

In  1974,  the  AMA  testified  on  S.  2994,  the  National  Health  Plan- 
ning and  Development  Act  of  1974.  Reviewing  the  extensive  powers 
of  the  Secretary  that  were  then  proposed,  we  said : 

Even  more  ominous  in  this  regard  is  the  heavy  hand  of  the  Secretary  of  HEW 
in  the  regulatory  process.  If  he  is  to  be  the  health  care  czar,  will  he  have 
counterparts  relating  to  other  sectors  of  society. 

Experience  with  proposed  guidelines  tells  us  that  the  Secretary  will 
seek,  as  we  predicted,  to  maximize  his  control  over  planning  the  de- 
livery of  health  care  services  at  the  expense  of  HSA's,  institutions, 
and  practitioners,  and  especially  at  the  expense  of  patients. 

We  are  extremely  disappointed  that  none  of  the  proposals  being 
considered  would  reverse  the  aggrandisement  of  Federal  control.  In 
fact,  certain  recommendations  would  insure  the  Secretary's  status  of 
health  care  czar.  This  ever-increasing  Federal  regulation  of  health 
care  is  inimical  to  the  best  interests  of  patients. 

Health  planning  decisions  must  be  made  locally,  both  to  be  effective 
and  acceptable.  Our  proposals  are  aimed  at  restoring  to  local  com- 
munities the  decisionmaking  power  in  health  planning  and,  more  im- 
portantly, are  specifically  aimed  at  curbing  the  excessive  powers  of 
the  Secretary.  We  cannot  emphasize  enough  the  need,  at  this  time,  to 
realine  the  planning  program  by  circumscribing  excessive  Federal 
authority  as  a  fundamental  step  in  assuring  a  rational  determination 
of  need  for  health  resources  based  on  community  and  patient  needs. 

Certain  activities  in  the  planning  process  are  already  subject  to 
public  scrutiny  and  comment,  such  as  the  development  of  health  sys- 
tems plans.  However,  other  actions  are  not  subject  to  such  review,  and 
we  think  they  ought  to  be.  In  particular,  the  development  of  the  an- 
nual implementation  plan  should  be  subject  to  public  hearings  on  its 
content.  We  are  pleased  to  see  that  the  subcommittee  is  considering 
an  amendment  that  would  achieve  this  and  we  urge  its  adoption. 


367 


We  also  urge  that  any  changes  in  the  HSP  suggested  by  a  statewide 
health  coordinating  council  be  subject  to  public  hearing  and  review. 
Since  an  HSP  is  a  locally  developed  product,  the  citizens  involved  in 
its  preparation  should  have  a  reasonable  opportunity  to  comment  on 
any  proposed  changes. 

Current  law  requires  that  HSA  records  be  open  to  the  public.  The 
provision  has  been  a  nuisance  to  some  HSA's  as  they  try  to  decide 
which  records  are  included.  We  are  also  concerned  that  HSA's  may 
have  some  data  that  could  identify  individual  patients. 

This  could  become  especially  troublesome  as  HSA's  obtain  further 
data  from  PSRO's,  as  is  now  required  by  law.  We  suggest  that  the 
mandatory  exchange  of  data  between  HSA's  and  other  organizations, 
especially  PSRO's,  be  amended,  so  that  the  holder  of  the  data  have 
some  flexibility  in  deciding  whether  or  not  to  release  confidential 
medical  information. 

We  also  urge  inclusion  of  confidentiality  provisions  in  Public  Law 
93-641  to  limit  public  access  to  records  that  should  remain  confiden- 
tial in  order  to  protect  the  privacy  of  the  subject  of  these  records. 

We  note  that  the  subcommittee  has  before  it  an  amendment  to  clari- 
fy these  provisions,  particularly  in  regard  to  HSA  personnel  records. 
This  is  a  positive  step ;  however,  the  protection  should  be  extended  as 
we  have  outlined. 

We  note  with  extreme  concern  another  amendment  contained  in 
H.R.  10460;  in  relation  to  title  XVI,  pertaining  to  health  resources 
development.  That  title  replaced  the  old  Hill-Burton  program  for 
Federal  assistance  to  facilities  construction.  The  present  title  XVI 
provides,  in  part,  for  State  development  of  a  plan  establishing  pri- 
orities within  the  State,  identifying  needed  construction  and  moderni- 
zation, and  for  allotments  of  Federal  funds  among  the  States  for 
implementing  State  plans. 

The  amendments  of  H.R.  10460  would  repeal  two  main  provisions 
of  title  XVI  which  give  a  primary  role  and  initiative  to  States,  and 
would  substitute  a  new  program  wherein  the  Secretary  would  directly 
determine  priorities  for  funding  among  all  applicants  from  all  States, 
and  would  make  grants,  loans,  and  loan  guarantees  directly  from  the 
Secretary  rather  than  from  funds  allotted  by  States : 

We  believe  that  title  XVI,  because  of  its  present  interdependence 
with  title  XV,  should  be  extensively  revised,  but  retaining  the  em- 
phasis in  the  important  role  of  the  State  as  occurred  under  the  Hill- 
Burton  program. 

However,  the  amendments  proposed  in  H.R.  10460  would  substan- 
tially eliminate  the  State  role  under  the  title  XVI  program.  Adoption 
of  the  amendments  of  H.R.  10460  would  remove  authority  of  the 
State  to  establish  priorities  among  applications  within  the  State  in 
relation  to  specially  allotted  funds  for  each  State.  Applications  from 
all  States  would  then  compete  for  whatever  funding  was  made 
available. 

The  Secretary  would  decide  what  types  of  applications  would  have 
priority  according  to  his  own  determinations.  Could  not  all  applica- 
tions from  some  States — applications  for  otherwise  worthy  projects 
for  that  State — be  permanently  denied  ? 


368 


We  believe  that  these  amendments  would  undesirably  concentrate  in 
the  hands  of  the  Secretary  excessive  power  to  establish  standard-of- 
need  applicable  on  a  local  level.  The  authority  of  the  Secretary  to 
establish  priorities  by  regulation  and  to  choose  the  individual  projects 
to  be  supported  is  entirely  too  broad. 

Is  this  not  inconsistent  with  strengthening  local  determinations  ? 

These  amendments  to  title  XVI  should  not  be  adopted. 

In  conclusion,  Mr.  Chairman,  there  are  many  areas  of  Public  Law 
93-641  that  are  ripe  for  change,  and  we  have  attached  a  summary  of 
amendments  believed  necessary.  We  are  prepared  to  meet  witl>  you 
and  your  staff  to  discuss  the  specific  language  of  these  proposals. 

I  would  like  to  point  out  at  this  time,  Mr.  Chairman,  that  physi- 
cians aroimd  the  country  have  participated  in  the  planning  process 
and  have  given  thousands  of  hours  to  the  planning  process.  We  be- 
lieve that  those  items  addressed  today  are  fundamental  to  making  the 
health  planning  system  more  responsive  to  the  needs  of  each 
community. 

By  being  so  responsive,  health  planning  can  better  achieve  desirable 
objectives. 

Mr.  Chairman,  barring  a  clean  slate  in  this  area,  we  believe  that 
our  proposals  will  help  make  the  health  planning  system  more  re- 
sponsive to  the  imique  needs  of  patients  based  upon  local  determina- 
tions, as  was  the  original  intent  of  Congress  in  Public  Law  93-641. 
By  the  same  token,  we  believe  the  subcommittee  should  not  adopt  H.R. 
10460  in  its  present  form. 

Mr.  Chairman,  we  would  be  pleased  to  answer  any  questions  which 
the  subcommittee  may  have. 

[The  amendments  referred  to  follow :] 
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RECOMMENDED  AMENDMENTS  TO  P.L.  93-641,  THE  NATIONAL  HEALTH  PLANNING  AND  RESOURCES 
DEVELOPMENT  ACT.  


A.  Issuance  of  National  Health  Planning  Guidelines 

Amendments  are  designed  to  make  clear  that  any  national  guidelines  Issued 
by  the  Secretary  of  HEW  are  not  to  be  mandatory  standards.  Guidelines  would  be 
advisory  only  and    HSAs  would  have  flexibility  in  the  design  of  their  local  plans. 

Another  amendment  would  require  consultation  with  certain  professional 
parties  before  Issuing  any  guidelines  rather  than  allowing  interpretation  by  the 
Secretary  as  to  when  consultation  would  occur. 

B.  Definition  of  Provider  and  Health  Care  Facility 

The  current  definition  of  "provider  of  health  care"  would  be  amended.  The 
term  "indirect  provider"  would  be  removed.    Thus  only  "direct"  providers  would  be 
considered  as  providers. 

The  definition  of  health  care  facility  would  also  be  amended  specifically 
to  exclude  a  physician's  office. 

C.  Representation  of  Physicians  on  Planning  Bodies 

Amendments  would  establish  a  required  representation  for  practicing  physicians 
on  the  National  Council  for  Health  Planning  and  Development  (at  least  4) ,  on 
State  Health  Coordinating  Councils  (SHCCs)  and  on  HSA  governing  bodies  (at  least 
50%  of  the  providers  on  each  body). 

Another  amendment  would  reduce  consumer  representation  on  the  HSA  from  a 
majority  to  40%. 

D.  State  Rate  Review  Programs 

This  amendment  would  delete  federal  funding  authority  for  establishment  of 
State  rate  review  programs. 

E.  Certificate  of  Need  and  Appropriateness  Review 

A  basic  concern  with  P.L.  93-641  is  that  certlf Icate-of-need  (CON)  laws  must 
be  adopted  by  all  states.     Amendments  would  make  CON  a  state  option.     In  addition 
an  amendment  would  require  a  study  of  the  effects  of  CON  programs. 

Other  amendments  would  delete  present  provisions  relating  to  HSA  and  State 
"appropriateness"  review  of  institutional  health  services. 
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F.  VA  and  HMO  Representation 

Amendments  would  delete  required  VA  or  HMO  special  representation  on  HSA 
governing  bodies  and  SHCCs.    Such  representation  would  thus  be  the  choice  of  the 
particular  body. 

G.  Confidentiality  of  Data 

There  are  inadequate  provisions  assuring  the  confidentiality  of  data 
gathered  or  held  by  HSAs.     Since -some  of  this  material  may  be  sensitive  patient 
information,  it  is  desirable  to  have  proper  protection.  Changes  to  the  law  would 
provide  for  HSA  protection  of  confidential  information. 

H.  Modification  of  Secretary's  Authority 

Other  changes  would  eliminate  the  extensive  review  authority  of  the  Secretary 
over  functions  and  operations  of  the  HSA  and  the  State  Agency. 

I.  Uniform  Reporting  and  Centers  for  Health  Planning 

The  Secretary  is  presently  authorized  under  P.L.  93-641  to  establish 
uniform  cost  accounting  and  reporting  systems,  a  uniform  system  for  rate  calcu- 
lation, and  a  system  for  classification  of  health  services  institutions.  Because 
of  its  duplication  in  recently  enacted  P.L.  95-142,  this  subsection  would  be 
deleted  in  P.L.  93-641. 

Another  amendment  deletes  authority  for  Centers  for  Health  Planning. 

J.  Penalty  for  State  Failure  to  Designate  State  Health  Planning  and  Development 
Agency  (SHPDA) . 

Presently  any  State  that  fails  to  enter  into  an  agreement  with  the  Secretary 
to  designate  a  SHPDA  will  lose  all  Public  Health  Service  Act  funds  within  the  State 
as  well  as  funds  under  the  Community  Mental  Health  Centers  Act  and  the  Alcohol 
Abuse  and  Alcoholism  Prevention,  Treatment  and  Rehabilitation  Act. 

An  amendment  deletes  this  penalty. 


K.        Review  of  Grant  Applications 

Under  current  law,  HSAs  would  review  and  approve  or  disapprove  applications 
for  funds  under  a  number  of  grant  programs.    The  provision  would  be  amended  to 
permit  HSAs  and  SHPDAs  only  to  review  and  comment  on  such  applications;  they  would 
not  have  the  power  to  approve  or  disapprove.    Since  the  Secretary  of  HEW  in  any 
event  has  final  approval  of  an  application,  the  amendment  would  assist  primarily 
in  hastening  the  review  process  by  establishing  specific  time  limits  for  review. 


L.        Payments  to  HSAs 

Under  current  law,  HSAs  receive  their  funding  almost  completely  from  the 
federal  government,  thus  insuring  a  tight  rein  on  their  activities  by  HEW.  Sharing 
the  costs  between  the  federal  and  state  governments  (or  other  non-federal  sources) 
would  lessen  HEW's  control  and  give  to  the  states  a  greater  voice  and  interest  in 
planning  activities. 
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Amendment  would  limit  the  federal  share  of  HSA  costs  to  75  percent. 
Maximum  flexibility  would  be  permitted  in  making  up  the  other  25  percent. 
In  addition  a  total ■ federal  dollar  limitation  (based  on  a  per  capita 
calculation)  is  imposed  on  the  HSA. 

Another  amendment  would  delete  the  Area  Health  Services  Development 
Funds  which  provide  for  development  of  projects  by  the  HSA  —  an  unnecessary 
and  undesirable  function  by  the  HSA. 

M.     Authority  of  the  Secretary  of  HEW 

The  powers  of  the  Secretary  in  the  planning  process  are  such  that  he 
can  exert  great  control  over  HSAs,  SHPDAs  and  SHCCs . 

A  series  of  amendments  would  lessen  the  authority.     One  amendment 
converts  the  present  "National  Health  Priorities"  into  items  for 
"consideration"  rather  than  "priority  consideration". 

Another  amendment  removes  the  mandated  number  of  HSA  staff  and  allows 
for  contracts  with  consultants. 


A  third  amendment  allows  approval  of  a  State  administrative  program 
"substantially"  meeting  required  conditions  rather  than  absolute  compliance. 

Another  amendment  removes  authority  of  the  Secretary  to  review  the 
HSA  plans. 

N.      Hearing  Requirements 

One  amendment  would  subject  an  HSA's  annual  implementation  plan  to 
hearing  and  comment.     A  second  amendment  requires  that  an  SHCC,  before 
revising  an  HSA's  plan,  have'  a  public  hearing  on  the  revision. 

0.      Designation  of  Health  Service  Areas 

This  series  of  amendments  affect  the  designation  procedures  for  health 
service  areas.     One  prohibits  interstate  HSAs  unless  the  Governors  of  all  the 
States  involved  agree  to  an  interstate  designation. 

Two  other  amendments  give  Governors  the  final  approval  over  designation 
of  HSA  boundaries  and  provide  a  mechanism  for  revision  of  boundaries. 

P.      Federal  Facilities 

An  amendment  would  subject  federal  facilities  to  the  same  considerations 
of  certificate  of  need  as  may  apply  to  non-federal  facilities. 


Abbreviations 

HSA  -  Health  Systems  Agency 

SHCC         -  State  Health  Coordinating  Council 

SHPDA       -  State  Health  Planning  and  Development  Agency 

CON  -  Certificate  of  Need 
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Mr.  Florio.  Gentlemen,  thank  you  very  much. 
Dr.  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

As  I  understand  it,  you  are  not  a  believer  in  the  certificate-of-need 
program,  is  that  correct  ? 

Dr.  JiRKA.  We  believe  it  should  be  a  State  option,  Dr.  Carter. 

Mr.  Carter.  Letting  the  State  have  the  option  on  certificates-of- 
need. 

What  about  inclusion  under  certificate-of-need  that  we  now  have  on 
physician's  offices  for  purchases  of  equipment  over  $150,000.  Do  you 
think  that  that  is  essential  ? 

Dr.  JiRKA.  We  now  have  in  physician's  offices? 

Mr.  Carter.  Would  have,  in  this  legislation. 

Dr.  JiRKA.  Oh,  would  have.  Dr.  Carter,  we  are  opposed  to  such  an 
extension  of  the  certificate-of-need  into  the  physician's  offices,  because 
there  has  been  really  no  evidence  to  the  present  time  that  certificate- 
of-need  has  had  a  cost  saving  effect. 

Mr.  Carter.  Are  there  many  CAT  scanners  in  physicians'  offices 
throughout  the  country — computerized  axial  tomography  ? 

Dr.  JiRKA.  To  my  knowledge,  there  are  not  all  that  many,  Mr. 
Chairman. 

Mr.  Carter.  Not  very  many  in  physicians'  offices.  They  are  rather 
expensive  machines,  costing  about  how  much  ? 

Dr.  JiRKA.  To  my  understanding,  around  $700,000. 
Mr.  Carter.  Yes,  sir. 

But  if  we  place  a  cap  on  what  a  group  of  physicians  could  pur- 
chase, would  we  ever  have  another  Oxner's  or  Mayo's  or  Prouse  or 
Joslin's  or  Lahee's  Clinic  ? 

Dr.  JiRKA.  That  is  one  of  our  concerns,  Dr.  Carter.  If  you,  in  es- 
sence, and  hopefully  unintentionally,  stymie  technology,  or  limit  the 
production  or  the  purchase  of  a  product,  in  my  opinion,  you  stymie 
advancement  in  the  field  of  medicine. 

Mr.  Carter.  Yes,  sir. 

You  would,  though,  support  the  efforts  of  HSA's,  and  the  alloca- 
tion of  exotic  equipment,  would  you  not? 

And,  as  I  mentioned  this  morning,  I  do  not  know  if  you  were  here 
or  not,  St.  Anthony's  and  Baptist's  Hospitals  in  Louisville,  Ky.  have, 
together,  a  computerized  axial  tomography  machine. 

Do  you  support  such  cooperative  efforts  as  this? 

Dr.  JiRKA.  For  institutional  use,  yes,  we  do.  Dr.  Carter.  I  think  you 
find  many  of  your  hospital  medical  staff  now  working  with  the  ad- 
ministrations of  hospitals  in  promoting  cooperative  efforts  in  sharing 
of  institutional  equipment. 

Mr.  Carter.  Do  you  think  that  physicians,  dentists,  nurses,  hospital 
administrators,  are  sufficientlv  represented  on  the  HSA's? 

Dr.  JiRKA.  As  direct  providers,  I  would  say  no,  sir. 

Mr.  Carter.  However,  what  do  yon  think  about  the  present  con- 
sistency, or  constituency,  of  our  HSA's?  How  are  they  now  consti- 
tuted? Do  you  think  they  are  viable  organizations  at  present?  Are 
they  doing  a  good  job? 

Dr.  JiRKA.  Well,  I  would  prefer  to  refer  this  to  Dr.  Archie  J ohnson, 
because  he  has  had  more  experience  in  this  particular  area.  Dr.  Carter. 
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Dr.  Johnson.  Dr.  Carter,  I  miglit  say  that  I  was  involved  in  the 
planning  process  in  North  Carolina  from  the  beginning  at  the  request 
of  the  Governor.  I  helped  him  set  up  the  health  service  areas  and  their 
boards,  and  have  served  as  chairman — and  still  serve  as  chainnan — of 
the  State  health  coordinating  council  for  the  State,  of  North  Carolina, 
which.  I  imderetand,  was  the  first,  or  one  of  the  first,  to  get  going. 

I  make  that  point  only  to  indicate  that  I  have  been  active  in  that 
area,  and  I  would  say  that  it  varies  from  HSA  to  HSA  and  from 
State  health  coordinating  coimcil  to  state  health  coordinating  council. 

As  I  indicated  in  my  remarks,  I  think  certainly  physician  repre- 
sentation is  not  adequate  in  many  of  those  areas  because  of  the  defini- 
tion of  indirect  provider.  This  would  be  modified  by  one  of  the 
amendments  we  have,  and  I  think  that  it  would  add  a  great  deal  to  the 
planning  process. 

Mr.  Carter.  Some  people  maintain  that  providers  control  the 
HSA's.  Do  you  think  that  is  true  ? 

Dr.  Johnson.  No,  sir,  I  do  not.  I  heard  that  remark  made  this 
morning.  I  find  that  every  time  I  go  vo  a  State  health  coordinating 
council,  there  are  a  majority  of  consumers  there,  and  they  are  very 
knowledgeable  consumers,  certainly  in  our  situation.  I  do  not  find 
provider  control  to  be  true,  no,  sir. 

Dr.  JniKA.  Dr.  Carter,  I  think,  if  I  could  also  refer  to  testimony 
this  morning,  that  it  was  a  witness  from  the  American  Health  Plan- 
ning Association  who  stressed  the  value,  the  great  value,  of  provider 
representation  on  the  HSA's.  She  related  the  very  desirable  interac- 
tion of  consumers  with  providers,  and  especially  commended  the 
necessity ;  she  pointed  to  the  necessity,  of  having  provider  input  into 
HSA's  decisions. 

I  think  that  was  emphasized  by  that  witness  this  morning. 

Mr.  Carter.  Yes,  sir. 

You  do  not  believe  in  decertification  of  hospital  beds? 
Dr.  JiRKA.  No.  sir.  not  mandatory. 

Mr.  Carter.  If  a  hospital  has  an  occupancy  rate  of  60  percent  con- 
tinuously, would  you  advise  that  something  else  be  done  with  the 
beds,  some  alternative? 

Dr.  JniEL^.  I  would  think  that  if  we  can  still  retain  the  highest 
quality  of  medical  care  at  a  more  reasonable  cost  that  certain  shifts  in 
the  services  should  be  considered,  yes,  sir.  But  I  strongly  feel  that  this 
is  a  multifaceted  problem. 

First  of  all,  what  will  this  do  with  staff  affiliations  by  the  practicing 
physicians?  I  think  it  was  alluded  to  this  morning  that  the  quality  of 
medical  care  has  been  the  responsibility  and  has  been  carried  out  well 
by  examining  committees  within  hospitals  credentials  committee,  if 
we  may  call  them  so. 

The  political  realities  of  life,  as  they  relate  to  the  organizations  or 
the  bodies  that  will  have  responsibility  to  determine  what  hospital 
will  be  decertified  or  what  services  will  be  shifted,  I  think  is  a  matter 
of  fact.  The  amount  of  funds  shifted  from  one  area  to  another,  the 
grants,  and  so  forth,  have  a  tendency  to  compound  and  make  this 
problem  even  more  complex. 

I  think  this  is  a  multifaceted  problem.  I  feel  very  strongly  that, 
before  one  should  venture  into  a  national  type  of  decertification 


374 


philosophy  that  there  should  be  a  more  indepth  study  of  the  various 
potential  obstacles,  if  I  may  use  that  term,  that  may  not  necessarily  be 
surmountable. 

Mr.  Carter.  On  that,  where  you  have  an  obvious  problem — where 
there  have  been  population  changes,  as  we  are  having  throughout  the 
country  and  if  we  do  have  beds  that  are  not  used,  say  40  percent  over 
a  year,  would  you  consider  using  them  as  skilled  care,  intermediate 
care,  personal  care  beds,  if  the  HSA  thought  it  advisable? 

Dr.  JiRKA.  I  think  it  is  being  done  in  some  areas.  I  think  it  relates 
to  the  overhead  and  the  amount  of  moneys  received  to  run  that  insti- 
tution, if  certain  portions  of  it  are  restricted  or  segmented  into  use  for 
things  other  than  acute  care. 

There  is  one  thing,  Dr.  Carter,  that  mildly  disenchants  me  today.  I 
sat  here  listening  this  morning,  about  decertification,  its  relationship 
to  cost  containment,  its  relationship  to  communities,  its  relation  to  the 
political  bodies,  its  relation  to  criteria,  but  I  did  not  hear  the  word  of 
what  this  is  all  about — ^my  patients,  and  the  other  practicing  physi- 
cians' patients  in  this  country. 

We  have  to  take  the  patient  into  consideration.  I  think  he  should 
have,  if  not  the  highest  priority,  one  of  the  highest  priorities,  because 
that  is  what  it  is  all  about. 

Dr.  J OHNSON.  Dr.  Carter,  I  might  elaborate  a  little  bit.  As  was  men- 
tioned in  previous  testimony  this  morning,  to  respond  to  your  ques- 
tion, we  are,  in  some  States,  in  our  State,  looking  at  utilization  of  un- 
occupied beds  as  extended  care  facilities. 

I  might  point  out  that  certain  regulations  prohibit  that.  In  fact,  one 
of  the  recommendations  that  would  be  incorporated  in  our  State 
health  plan  in  North  Carolina  will  be  that  regulations  be  eased  and 
some  flexibility  permitted  that  would  allow  the  utilization  of  these 
beds,  because  we  do  not  have  enough  extended  care  facility  beds  in 
many  areas,  and  patients  often  have  to  remain  in  acute  care  beds  until 
one  is  available. 

So  the  floating  bed,  or  swing  bed,  approach  would  be  very  useful  in 
doing  what  you  suggested. 

Mr.  Peterson.  On  that  point,  Dr.  Carter,  our  Association  has  re- 
viewed some  pending  legislation  which  would  accomplish  the  pur- 
poses that  you  are  referring  to,  and  our  board  of  trustees  has  endorsed 
the  objectives  in  such  legislation,  so  we  would  support  that  concept. 

Mr.  Carter.  You  have  endorsed  

Mr.  Peterson.  There  is  some  pending  legislation,  particularly  ap- 
plicable in  rural  areas  where  beds  are  not  fully  utilized  in  small  hos- 
pitals, that  would  permit  the  swing  use  of  beds  for  skilled  nursing  

Mr.  Carter.  Yes,  sir.  Yes,  sir.  I  compliment  you  on  that.  I  think 
that  is  wise. 

Could  you  clarify  the  relationship  between  the  Report  of  the  Na- 
tional Commission  and  the  official  policy  of  the  AMA. 

Dr.  JiRKA.  Well,  first  of  all.  Dr.  Carter,  it  began  approximately  2 
years  ago,  I  think  I  have  to  give  a  little  historical  background  so  that 
there  is  a  better  understanding,  and  perhaps  appreciation.  The  Ameri- 
can Medical  Association  did  act  as  a  catalyst  to  bring  together  a  group 
of  individuals  who  represent  various  disciplines  of  our  society,  repre- 
senting labor,  government,  the  insurance  industry,  hospital  associa- 
tions,  medicine  and  business. 
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This  was  a  free-standing  committee.  They  recently  issued  approxi- 
mately 48  recommendations.  These  recommendations  do  not  neces- 
sarily represent  policy  of  any  of  the  disciplines  that  the  individual 
members  of  the  Commission  represented. 

There  are  some  areas  that  they  may,  and  there  are  other  areas  that 
they  may  not.  As  far  as  the  Ainerican  Medical  Association  is  con- 
cerned, all  of  these  recommendations  have  been  disseminated  to  our 
various  constituent  state  societies  and  county  societies  as  well  as  to 
specialty  societies. 

These  recommendations  will  be  deliberated  at  our  House  of  Dele- 
gates meeting  in  June,  and  if  there  are  changes  in  AM  A  policy,  they 
will  be  considered  at  that  particular  time. 

Ml".  Carter.  Yes,  sir. 

I  notice  that  there  were  three  past  presidents  of  the  AMA  on  that 
Commission. 
Dr.  JiRKA.  Yes,  sir. 
Mr.  Carter.  I  believe  that  is  right. 
A  minimum  of  three,  maybe  more.  Is  that  correct  ? 
Dr.  JiRKA..  I  will  have  to  take  a  quick  look. 
Mr.  Carter.  I  believe  that  is  right. 
Dr.  JiRKA.  Yes,  sir.  You  are  correct. 
Mr.  Carter.  All  right,  sir. 

Do  you  believe  that  the  HMO's  should  be  exempted  from  certificate- 
of-need? 
Dr.  JiRKA.  No,  sir. 

Mr.  Carter.  Keally,  you  would  not  exempt  them? 
Dr.  JiRKA.  No,  sir. 

Mr.  Carter.  Are  you  a  strong  believer  in  certificate-of-need  ?  Do 
you  accept  that  idea? 

Dr.  JiRKA.  Once  again.  Dr.  Carter,  I  think  that  the  benefits  derived 
from  certificate-of-need  have  to  be  more  clearly  demonstrated  prior  to 
a  100-percent  endorsement  of  the  concept  of  certificate-of-need.  We 
feel  that  if  there  is  to  be  this  particular  type  of  legislation  that  this 
should  be  at  the  option  of  State  government. 

Mr.  Carter.  You  would  not  continue  to  build  unneeded  hospitals  in 
a  crowded  area,  an  already  over-crowded  area,  would  you.  Doctor  ? 

Dr.  JiRKA.  Continue  to  build  beds  in  over-crowded  areas? 

Mr.  Carter.  Yes,  sir. 

Hospitals  in  an  already  over-crowded  area,  over-bedded  area. 
Dr.  JiRKA.  No,  sir. 

Mr.  Carter.  Where  you  have  a  60  percent  occupancy,  you  would  not 
think  of  permitting  more  construction,  would  you  ? 

Dr.  JiRKA.  No,  sir ;  as  long  as  we  maintain  the  highest  quality  of 
care  for  that  particular  area.  I  think  this  is  another  factor  that  has  to 
be  taken  into  consideration. 

Mr.  Carter.  Certainly  I  agree  with  you  on  the  highest  quality  of 
care. 

I  would  be  happy  to  yield,  yes,  sir. 

Mr.  Florio.  Dr.  Carter  just  presented  to  you  a  hypothetical  situa- 
tion that  if,  you  had  underutilization  in  an  area  and  there  is  an 
application,  or  someone  desires  to  build'  a  hospital  in  an  area,  how 
would  you,  regulate  or  inhibit  someone  from  building  in  that  area  that 
has  not  got  a  need? 
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You  have  indicated  that  you  have  not  got  too  much  confidence  in 
certificate-of-need.  Would  you  leave  that  totally  to  the  private  discre- 
tion of  the  potential  developers  of  the  hospital  ? 

Dr.  JiRKA.  I  would  say  that  it  really  should  be  a  local  issue. 

Mr.  Florio.  Local,  as  far  as  local  HSA? 

Dr.  JiRKA.  Yes,  sir,  local  planning. 

Mr.  Florio.  I  just  find  that  ironic,  because  when  the  bill  provides 
for  local  HSA  determination  for  certificate-of-need  for  evaluation  of 
physicians'  offices,  you  do  not  seem  to  have  confidence  in  the  local 
government  and  you  shift  that  off  to  the  State. 

Dr.  JiRKA.  That  is  true,  as  to  the  State  option  proposition. 

Mr.  Florio.  With  regards  to  decertification,  the  bill  provides  for  a 
State  plan  and  you  have  not  got  the  confidence  there.  You  say  shift  it 
back  to  the  local  government. 

Title  XVI,  you  say  let's  have  the  State. 

I  have  difficulty  finding  out  who  you  have  confidence  in. 

Dr.  JiRKA.  I  am  having.  Congressman,  difficulty  in  understanding 
your  question,  because  the  shifting  back  and  forth  here  has  me  a  little 
confused. 

Mr.  Florio.  Well,  if  I  could  continue,  what  you  are  saying  is  that 
you  do  not  think  that  there  should  be  certificate-of-need  required  to 
evaluate  whether  a  hospital  should  be  built  in  an  area  that  is  already 
adequately  served.  And  you  say  that  that  is  a  local  decision  that  needs 
to  be  made. 

Then  I  asked  you  what  does  that  mean,  and  you  said  local  HSA. 
How  would  the  local  HSA  make  a  determination  outside  of  the  cer- 
tificate-of-need procedure? 

Dr.  JiRKA.  Let  me  reiterate,  and  probably  clarify. 

Local  HSA's,  if  I  may  use  that  term,  should  be  the  determining 
body  as  to  whether  or  not  a  particular  area  builds  beds  or  does  not 
build  beds.  Consideration  of  the  extension  of  certificate-of-need  into 
the  physician's  office,  I  feel,  should  not  be  considered  until  after  you 
have  had  enough  information  as  to  whether  or  not  certificate-of-need 
does,  indeed,  reduce  costs. 

Mr.  Florio.  And  the  next  point  you  made,  with  regards  to  certifica- 
tion, you  indicated  that  the  State  plan  that  is  required  in  the  bill,  was 
not  something  you  felt  was  appropriate.  There  should  not  be — a  bill 
that  requires  a  State  plan  for  decertification  procedures.  I  thought  I 
understood  you  to  say  that  your  amendments  would  eliminate  that 
because  you  did  not  have  confidence  in  the  State  plan  for  decertifica- 
tion requirements. 

Mr.  Peterson.  Mr.  Florio,  if  I  could  perhaps  add  something  as  to 
the  State  plan  reference,  I  think  you  will  find  our  statement  here, 
refers  to  title  XVI,  is  not  the  so-called  planning  title,  title  XV,  but 
has  to  do  with  the  construction  of  facilities,  the  former  Hill-Burton 
program. 

In  the  present  title  XVI  there  is  a  State  plan.  Under  that  program, 
there  is  a  State  plan  under  which  the  State  establishes  the  priorities 
for  its  projects  for  construction,  and  so  forth.  We  strongly  support 
that  element.  We  support  the  State  plan  there. 

Mr.  Florio.  Well,  that  is  the  confusion  I  have,  because  I  accept 
what  you  just  said.  But  with  regard  to  decertification  we  are  con- 
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cerned  about  proposals  mandating  decertification  of  services.  This 
bill  contains  a  provision  that  would  require  States  to  develop  a  pro- 
gram to  discontinue  health  services  determined  to  be  inappropriate. 

You  therefore  do  not  have  confidence  in  State  plans  for  decertifica- 
tion, but  you  are  advocating,  a  State  program  for  the  utilization  of 
the  title  XVI  money. 

Am  I  correct  in  your  position  ? 

Mr.  Peterson.  The  bill  that  you  have  under  consideration  would 
require  the  development  of  a  plan  under  which  the  services  that  were 
found  to  be  inappropriate  would  have  to  be  terminated. 

Mr.  Florio.  The  State  plan. 

Mr.  Peterson.  Now,  what  we  are  saying  here,  is  that,  as  we  also 
heard  from  other  witnesses  this  morning,  there  are  many  problems 
that  are  involved  in  the  decertification  process,  problems  that  we  have 
just  not  had  experience  with  in  this  country  on  a  nationwide  basis. 

Now,  the  concern  that  we  have  in  establishing  a  national  decertifica- 
tion program  is,  and  as  we  see  what  has  happened  recently,  that  the 
decertification  criteria  would  be  that  criteria  which  would  be  national 
criteria  as  established  through  the  Federal  Government,  and  the 
Secretary  of  HEW. 

We  are  concerned,  very  strongly  concerned,  with  the  application  of 
such  criteria  at  the  local  level  which  would  result  in  decertification  of 
services. 

And  I  think  it  was  that  same  principle,  and  that  same  reaction  of 
the  Congress,  to  the  recent  guidelines.  This  is  the  concern  that  we 
have.  The  effect  that  the  imposition  of  such  standards  imposed  as  de- 
certification criteria  on  the  local  level,  could  affect  the  quality  of  care 
and  the  availability  of  care. 

I  think  that  what  we  are  saying  also,  if  we  have  not  indicated  it,  is 
that  we  feel  that  we  need  more  experience  with  this  concept  before  it 
is  imposed  as  a  national  requirement  in  this  act. 

Mr.  Florio.  Thank  you. 

Mr.  Carter.  Thank  you,  sir. 

On  that  very  thing,  gentlemen,  in  cases  where  we  do  have  too  many 
beds,  and  we  are  using  them  at  only  a  60-percent  occupancy  level,  or  it 
seems  that  something  should  be  done  by  the  HS  A. 

Mr.  Carter.  Some  people  estimate,  and  have  almost  set  down  in 
concrete,  that  we  lose  about  $30,000  a  year  on  each  bed. 

Of  course,  the  HSA  should  decide  if  there  is  an  under-use  of  those 
beds,  as  I  see  it,  and  perhaps  with  future  Federal  legislation  or,  in 
some  cases,  in  States  which  already  have  it,  they  could  use  the  beds 
for  skilled,  intermediate,  or  personal  care,  or  decertify  them  entirely. 

Of  course,  one  hospital  administrator  testified  this  morning  that  if 
10  beds  in  his  hospital  were  decertified,  it  would  not  save  any  money 
at  all. 

But,  again,  the  allocation  of  exotic  equipment,  do  you  not  feel  that 
in  order  to  save  money  that  we  should  have  these  located  at  strategic 
places  throughout  our  cities  and  our  country,  and  not  too  many  of 
them  ?  Enough,  but  not  too  many  ? 

Do  you  agree  with  that? 

Dr.  Johnson.  I  would  respond  this  way,  Dr.  Carter.  I  think — for 
instance,  let's  take  the  CAT  scanner.  That  is  the  favorite  right  now. 
Mr.  Carter.  Take  what? 
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Dr.  Johnson.  The  CAT  scanner.  It  is  the  favorite. 

As  you  indicated  a  little  bit  earlier,  and  as  we  indicated,  it  is  expen- 
sive. I  think  that,  alone,  has  prohibited  some  of  these  CAT  scanners 
from  being  in  hospitals.  We  do  not  have  all  the  answers  yet  on  those. 
In  the  information  I  have  seen,  the  cost  is  coming  down  on  the  CAT 
scanner.  We  still — there  is  evidence  that,  in  some  instances,  it  does 
reduce  hospital  stay,  length  of  stay.  But  I  think,  equally  important,  it 
prevents  invasive  procedures  in  terms  of  arteriograms  and  other  types 
of  invasive  procedures. 

So  I  think  the  process  itself,  or  the  expense,  as  we  go  through  this 
evolutionary  period,  will  prohibit  the  kinds  of  things  that  you  are 
talking  about. 

Mr.  Carter.  Well,  I  am  thankful,  as  I  brought  out,  about  the  situa- 
tion in  Louisville  where  we  had  a  shared  facility,  and  I  think  that 
such  things  as  that  are  necessary  in  order  to  save.  We  must  sliare 
certain  commodities,  certain  services. 

Now,  in  the  hospital  where  I  worked  for  many  years,  I  have  de- 
livered as  many  as  five  youngsters  a  week.  But  now,  since  they  have 
the  pill  and  other  contraceptive  methods,  they  do  not  deliver  any- 
where near  as  many.  I  have  delivered  five  a  night,  as  many  as  five  a 
night.  Now  they  are  delivering  perhaps  five  a  week. 

So  we  see  that  there  is  less  need  for  maternity  beds.  And  many  of 
these  needs  are  shrinking  throughout  the  country. 

Do  you  not  think  that  we  must  take  care  of  that  situation  ? 

Yes,  sir. 

Dr.  Johnson.  Dr.  Carter,  I  agree  that  we  should  work  together 
in  a  cooperative  way  to  do  that,  and  I  will  point  out  again,  in  the 
place  thxit  I  am  most  familiar  with,  in  North  Carolina,  there  is,  in 
one  large  city,  that  followed  a  voluntary  planning  process,  where 
two  services  did  consolidate. 

Mr.  Carter.  Yes,  sir. 

Dr.  Johnson.  In  Winston-Salem,  N.C.,  they  consolidated  their 
services,  a  teaching  institution  and  a  county  hospital. 

I  will  go  a  little  further,  again  in  the  State  of  North  Carolina. 
There  was  a  high  infant  mortality  rate.  The  local  people,  worked 
together,  consumers  and  providers,  to  do  something  about  the  high 
infant  mortality  rate  in  that  State,  and  this  was  before  HSA's  came 
along. 

One  hospital  voluntarily  agreed  to  close  its  obstetrical  services,  be- 
cause they  saw  that  that  was  the  best.  I  still  believe  in  the  local 
answer  to  problems,  and  I  think  that  people  can  work  together  to 
solve  these  problems.  I  agree  with  your  concept. 

Mr.  Carter.  I  certainly  agree  with  you  on  that.  I  do  not  think 
that  there  are  too  many  providers  on  HSA  boards  at  the  present 
time.  The  law  legislates  that  you  do  not. 

I  do  not  believe  HSA  boards  are  provider-dominated — at  least, 
I  have  not  seen  evidence  of  that. 

Now,  for  instance,  intensive  infant  care  facilities.  That  is  another 
very  specialized  service  as  are  coronary  care  units. 

In  the  case  of  intensive  infant  care  units,  we  have  to  have  highly 
skilled  pediatricians  and  nurses  in  those  units.  In  a  city  of  400,000, 
should  every  hospital  in  such  a  city  have  a  unit  such  as  that? 
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Dr.  Johnson.  I  am  a  specialist  in  newborns  and  have  worked  in 
this  area  and  have  tried  to  work  not  to  duplicate  services.  I  think 
what  we  are  talkinb  about  is  a  system  of  care. 

Some  refer  to  it  as  regionalizatipn.  I  like  to  refer  to  it  as  sys- 
tems of  care. 

Again,  in  Raleigh,  N.C.,  where  there  are  two  hospitals  doing 
deliveries,  they  have  not  sought  to  duplicate  services,  but  to  com- 
bine resources.  Every  hospital  cannot  have  an  intensive  care  nursery 
because  of  the  expense,  and  this  is  what  happened,  again,  in  Winston- 
Salem,  N.C. 

So  I  would  agree  that  every  hospital  cannot,  and  not  every  hos- 
pital wants  it.  But  I  think,  through  developing  a  system  of  care, 
working  again  at  the  local  level,  without  a  lot  or  arbitrary  figures, 
that  we  can  solve  these  problems. 

We  need  advice  and  we  need  consultation,  but  we  do  not  need 
mandates. 

Mr.  Carter.  I  agree  with  you  all  the  way,  and  certainly  I  do  not 
like  mandates  either,  and  really,  I  feel  that  we  have  got  to  share 
these  facilities  in  order  to  lessen  the  cost  burden  throughout  the 
country. 

I  am  always  glad  to  see  a  pediatrician,  one  who  takes  care  of  the 
young,  and  it  is  very  nice  to  have  heard  you. 
Thank  you. 

Mr.  Rogers.  Mr.  Florio? 

Mr.  Florio.  Thank  you  very  much. 

I  am  not  going  to  go  into  a  great  amount  of  questions,  just  to 
observe  that,  in  the  same  way  that  you  perhaps  chided  some  of  the 
witnesses  this  morning  for  not  paying  what  you  thought  was  appro- 
priate attention  to  the  patient  implicitly  you  seemed  to  be  implying 
that  medical  care  quality  was  not  paid  as  much  attention  to  as 
perhaps  it  should  have  been. 

I  am  not  sure  that  I  agree  with  you,  but  I  would  also  say  that 
the  other  side  of  the  coin  is  that  we  have  got  to  be  concerned  about 
costs.  The  highest  quality  of  care  is  of  no  value  if  you  cannot  afford 
it. 

I  would  just  suggest  that  maybe  there  is  a  point  in  the  mid  area 
that  has  to  be  reached  between  your  own  testimony  and  the  testi- 
mony of  some  who  we  heard  this  morning.  The  fact  of  the  matter  is, 
in  the  3  three  years  the  health  bill  of  this  nation  has  gone  from 
$104  billion  to  $139  billion.  The  status  quo,  clearly,  will  not  suffice. 

Certainly  no  one  likes  to  talk  about  mandates,  but  the  fact  is  that 
something  has  got  to  be  done  to  reverse  the  existing  situation,  and 
quite  franldy,  gentlemen,  all  that  I  heard  today  was  that  we  need 
more  study  and  that  we  have  to  go  back  to  the  local  level. 

The  fact  of  the  matter  is  that  most  of  the  difficulties  that  we 
have  now  are  as  a  result  of  the  system,  that  I  get  the  impression 
that  you  are  saying  is  going  to  be  something  that  we  are  going 
to  have  to  rely  upon,  to  a  large  extent. 

I  wanted  to  ask  one  specific  question.  Your  comment  said  that 
you  are  adding  to  the  percentage  of  physicians  on  the  HSA,  but  it 
does  not  say  what  percentage. 

Do  you  have  a  percentage  suggested  ? 


380 


Mr.  Peterson.  May  I  make  a  comment,  just  in  observation  on 
your  first  one? 
Mr.  Florio.  Yes. 

Mr.  Peterson.  It  was  no  intent,  by  virtue  of  the  observation  about 
this  morning's  witnesses,  to  imply  in  any  way  that  they  were  not 
concerned  about  patient  care.  It  was  an  observation  that  much  of 
the  testimony  this  morning  dealt  with  other  matters,  but  there  was 
no  intent  that  they  were  not  at  all  concerned  about  patient  care. 

Dr.  Johnson.  As  far  as  your  question  about  the  percentage,  we  | 
would  like  to  see,  of  the  direct  providers,  50  percent  as  practitioning 
physicians — of  the  direct  providers. 

Mr.  Florio.  In  other  words,  25  percent,  or  something  less  than  25, 
24  or  25,  as  physicians,  of  the  total  HSA  ? 

If  it  breaks  down  51  percent  consumers,  49  percent  providers,  you 
think  

Dr.  Johnson.  Half  of  that. 

Mr.  Florio.  Half  of  that  percentage. 

Dr.  Johnson.  I  would  just  say  again  that  we  are  concerned  about 
costs  and  many  of  us  are  working  on  various  committees  on  cost 
containment.  We  realize  this,  and  are  trying  to  take  the  initiative  to 
do  something  about  it  through  various  cost  containment  committees. 

Mr.  Florio.  When  you  speak  of  physicians,  are  you  talking  about 
M.D.'s,  D.O.'s,  dentists?  Would  that  fall  into  your  50  percent  of  the 
provider  category  ? 

Mr.  Peterson.  That  50  percent  physicians  would  be  M.D.'s  and 
D.O.'s. 

Mr.  Florio.  I  have  nothing  further. 

Dr.  JiRKA.  Congressman,  if  I  may,  just  so  we  do  not  leave  with  the 
feeling  that  American  medicine  is  not  concerned  with  cost,  I  think 
you  are  well  aware  of  the  fact  that  just  recently  the  American  Medi- 
cal Association,  in  conjunction  with  the  American  Hospital  Associ- 
ation and  the  Federation  of  American  Hospitals,  have  formed  a  com- 
mittee to  attempt,  on  a  voluntary  basis,  to  reduce  the  cost  of  the  de- 
livery of  health  care  to  the  citizens  of  this  country. 

Mr.  Florio.  You  are  talking  about  the  hospital  proposal  was  put 
forth  as  a  result  of  Mr.  Rostenkowski  asking  

Dr.  JiRKA.  Yes,  sir. 

Mr.  Florio.  My  only  observation  on  that  is  that  the  bottom  line 
is  a  suggestion  that  the  hospitals  voluntarily — and  the  medical 
people — voluntarily  enact  some  practices  and  procedures  that  will 
restrain  costs,  but  in  fact  legislation  should  be  enacted  so  as  to  pro- 
vide the  hospitals  and  medical  services  with  reimbursements  by  way 
of  credits  and  by  way  of  other  tax  incentives. 

So  in  effect  what  we  are  doing  is  saying  we  are  going  to  shift 
the  costs  off  of  the  public  sector. 

Dr.  JiRKA.  That  latter  statement,  I  have  not  seen  and  I  certainly 
would  appreciate  seeing  it. 

'    Mr.  Florio.  The  last  two  paragraphs  of  the  statement. 

Dr.  JiRKA.  Well,  I  have  searched  through  all  the  statements.  Un- 
less you  have  one  that  I  do  not  have.  Congressman,  I  would  cer- 
tainly appreciate  seeing  that  particular  phase  of  it. 

Mr.  Florio.  Thank  you  very  much,  sir. 
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Mr.  Rogers.  As  I  understand  it — and  I  apologize  to  you  that  I 
had  to  be  late  for  part  of  your  testimony — you  d.o  believe  that  the 
cost  of  medical  care  is  too  high  in  the  Nation  ? 

Dr.  JmKA.  That  is  correct. 

Mr.  Rogers.  Is  that  shared  ? 

Mr.  Peterson.  Yes,  we  are  concerned  very  much  with  the  rising 
costs  

Mr.  Rogers.  Well,  I  understand  that  you  have  said  that  this  is 
the  problem  that  we  have  right  now  and  that  you  are  trying  to 
address  it.  It  is  simply  the  technique  for  addressing  it  that  you  have 
some  concern  with. 

So  you  and  the  hospital  people  both  have  said  the  cost  of  medical 
care  is  too  high  in  the  Nation,  right  ? 

Dr.  JiRKA.  Right. 

Mr.  Rogers.  So  we  are  all  agreed  on  that  problem — the  Congi-ess, 
the  American  people,  the  AMA,  the  HSA's,  the  planning  groups, 
everybody  says  it  is  costing  too  much  to  get  medical  care. 

Now,  as  I  understand  it,  you  are  saying  well,  let's  don't  plan,  but 
just  let  us  do  it  locally.  I  thought  I  understood  that  that  was  said, 
just  let  everything  be  voluntary. 

Is  that  basically  your  approach  ? 

Dr.  Johnson.  Mr.  Chairman,  we  believe  in  planning,  Mr.  Chair- 
man, on  a  voluntary  basis,  and  I  think,  as  I  imderstood,  the  intent  of 
the  legislation  initially — of  Public  Law  93-461  was  that  it  be  local 
planning. 

Mr.  Rogers.  Well,  now,  how  do  you  get  voluntary  planning?  How 
do  you  get  them  to  do  it  ? 
Mr.  Peterson.  Mr.  Chairman,  if  I  might  add  to  this  here. 
Mr.  Rogers.  Certainly. 

Mr.  Peterson.  The  thrust  of  our  statement  here  with  respect  to 
Public  Law  93-641  expresses  a  strong  concern  about  the  national 
standards  and  the  national  control,  the  controls  in  the  Secretary's  of- 
fice. And  what  we  are  saying  here  is  that  we  think  that  the  legislation 
should  be  amended  to  provide  for  more  local  determination. 

This  is  not  to  say — and,  as  a  matter  of  fact,  our  statement  specifical- 
ly says  that  there  is  a  role  for  the  Secretary  and  for  the  Federal  Gov- 
ernment to  provide  guidelines  that  the  local  HSA's  may  use. 

But  we  do  have  

Mr.  Rogers.  I  guess  I  did  not  hear  your  modification  of  the  position 
in  your  statement  when  you  urged  the  repeal  of  Public  Law  93-641. 

Mr.  Peterson.  We  have  said,  basically,  that  because  the  way  the 
law  is  constructed  at  the  present  time  we  have  recommended  repeal, 
and  that  the  law  should  be  revised  to  provide  for  more  local 
determinations. 

Then  we  continue  to  say  that,  recognizing  that  the  Congress  would 
not  have  time  at  this  time  to  fashion  a  new  planning  law,  which  may 
then  incorporate  the  local  basic  planning  principles  more  adequately, 
from  our  point  of  view,  we  have  recommended  a  series  of  amend- 
ments which  would  be  intended  to  strengthen  the  local  planning 
process. 

And  in  these  amendments,  in  our  statement,  we  have  said  that  there 
is  a  role  for  the  National  Government  and  that  guidelines  that  are 
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set  down  should  be  expressed  as  true  guidelines  for  the  local  HSAs 
to  use  in  their  own  planning  process. 
We  are  concerned. 

Mr.  Rogers.  I  think  we  have  no  problem,  then.  Have  you  seen  the 
new  guidelines? 
Mr.  Peterson.  Yes,  sir. 

Mr.  Rogers.  Have  you  seen  that  it  is  up  to  the  judgment  of  the 
HSA  and  that  they  will  be  guidelines  and  not  directives? 

Mr.  Peterson.  Well,  we  have  some  concern  with  these  new  ones, 
and  I  would  like  to  express  the  reason  why.  We  certainly  understand 
and  recognize  that  the  standards,  as  such,  have  been  modified. 

Mr.  Rogers.  It  is  not  just  standards,  it  is  a  whole  concept. 

Mr.  Peterson.  Well,  if  I  may— — 

Mr.  Rogers.  Yes,  you  may.  Have  you  read  them? 

Dr.  Johnson.  Yes,  sir. 

Mr.  Rogers.  You  have  read  them  all  ? 

Dr.  J OHNSON.  Yes,  sir,  several  times. 

Mr.  Rogers.  Do  you  understand  the  difference — did  you  read  the 
ones  before  ? 
Dr.  Johnson.  Yes,  sir. 

Mr.  Rogers.  And  do  you  see  the  difference  now  ? 

Dr.  Johnson.  I  see  the  difference  in  the  numbers. 

Mr.  Rogers.  What  else  have  you  seen?  You  saw  no  difference  in  the 
fact  that  it  is  a  local  judgment? 

Dr.  Johnson.  I  think  that  our  concern  is  still  the  authority  that 
rests  with  the  Secretary. 

Mr.  Rogers.  What  authority? 

Dr.  Johnson.  Well,  this  is  what  I  am  getting  at.  Rather  than  get 
into — well,  I  would  like,  if  these  are  guidelines,  or  benchmarks,  or 
whatever  

Mr.  Rogers.  Guidelines.  Not  directives.  That  is  clear. 

Mr.  Peterson.  Mr.  Chairman  

Mr.  Rogers.  We  said  so  in  the  statements  when  they  introduced 
them.  It  says  that  the  judgment  is  up  to  the  HSA  as  to  how  they 
shall  be  applied  in  their  area. 

The  Secretary  can  not  even  disapprove  their  plan  ?  Did  you  realize 
that? 

Mr.  Peterson.  Mr.  Chairman,  is  it  the  intent  that  the  HSA's  

Mr.  Rogers.  Well,  now,  just  a  minute.  Let  me  hear  from  these 

doctors.  You  always  want  me  to  listen  to  doctors,  and  I  want  to  hear 

doctors,  not  staff — although  we  welcome  staff.  I  want  to  hear  what 

these  doctors  know  and  understand  and  are  saying. 

Now,  do  you  understand  the  difference  ?  That  the  Secretary  cannot 

even  disapprove  the  plan  of  that  HSA  ?  Did  you  know  that  ? 

Dr.  Johnson.  In  reading  these,  Mr.  Chairman,  again  

Mr.-  Rogers.  Do  you  understand  that?  That  the  Secretary  cannot 

approve  an  HSA  plan.  Did  you  know  that? 
Dr.  Johnson.  Yes. 

Mr.  Rogers.  Is  that  not  local  judgment?  Is  that  not  local  decision? 
Sir? 

Dr.  Johnson.  To  that  extent  it  would  appear  so,  yes,  sir. 
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Mr.  Rogers.  Of  course.  And  that  is  exactly — ^because  we  agree 
with  you. 

Now,  somebody  has  been  putting  out  the  information,  and  I  do  not 
know  where  it  comes  from,  to  some  of  the  medical  profession  that 
there  is  no  local  judgment,  and  that  is  exactly  what  this  committee 
intended  and  wrote.  I  agree  with  you  that  the  first  guidelines  were 
set  forth  more  as  directives,  and  this  committee  got  concerned,  and 
we  had  meetings  with  them,  including  the  Secretary.  They  have 
changed  them.  They  issued  a  new  set.  They  have  given  every  one 
another  30  days  to  conmient  before  they  even  go  into  effect.  And  it 
makes  it  clear  that  the  HSA  makes  the  final  judgment. 

Now,  we  have  agreement  that  local  people  ought  to  make  the  final 
judgment.  I  do  not  think  we  have  any  problem  there. 

National  guidelines  wer  ^  required  so  that  research  could  be  under- 
taken on  what  are  general  problems,  what  ought  to  be  reasonable 
goals,  to  try  to  meet.  But  if  the  conditions  vary  in  one's  area,  that 
HSA  can  establish  different  goals. 

Yes,  sir? 

Dr.  Johnson.  Mr.  Chairman,  before  you  came  in,  I  indicated  that 
at  the  request  of  the  Governor  of  the  State  of  North  Carolina  I 
helped  establish  the  HSA's  and  the  boards  and  so  forth,  at  passage 
of  Public  Law  93-641.  HEW  came  out  with  the  business  about  certain 
criteria  that  must  be  met  before  an  area  could  be  considered  as  an 
HSA — that  you  had  to  meet  certain  requirements,  but  that  there 
would  be  limited  waivers. 

HEW  also  went  on  to  say  that  you  should  work  with  the  PSRO's 
and  so  forth,  and  we  attempted  to  do  that.  And  we  had  eight  PSRO's 
in  North  Carolina. 

So,  we  wanted  to  have  HSA's  to  work  with  the  system  we  already 
had  in  effect.  I  came  up  here  at  the  request  of  the  Governor  with 
the  Secretary  of  the  Department  of  Human  Resources,  met  with 
HEW,  and  tried  to  find  out. 

They  said  no,  you  have  to  meet  the  requirements  here,  you  go  back 
and  form  six  HSA's.  So  I  guess  I  am  a  little  gun  shy  and  a  little 
shellshocked  about  how  flexible  all  of  this  new  criteria  is. 

Mr.  Rogers.  Well,  maybe  at  the  beginning  this  may  have  been  so, 
including  wrong  interpretation  and  intent.  That  may  have  been  so. 

It  was  not  clear  that  decisions  were  to  be  based  on  the  judgment 
of  the  local  HSA  which  had  been  established,  I  understand,  and  that 
is  what  has  been  made  clear,  the  planning  group  is  to  make  the  local 
judgment.  You  are  talking  about  the  decisions  on  how  he  is  going 
to  divide  up  the  State  into  health  service  areas. 

There  was  room  for  negotiation  there,  I  think.  Once  the  HSA  is 
established,  though,  this  judgment  is  left  to  them,  and  this  is  what 
we  have  tried  to  say,  and  that  is  the  crucial  part,  to  let  the  local 
areas  do  the  planning. 

Yes,  sir. 

Mr.  Carter.  On  that,  Mr.  Chairman,  you  know  that  I  amended 
the  bill  so  that  it  could  follow  the  concept  that  you  mentioned — 
allowing  eight  different  HSA's,  if  necessary — and  to  take  int-o  ac- 
count the  problems  of  a  State,  somewhat  mountainous,  as  is  the 
State  I  live  in. 
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However,  I  must  admit  that  HEW  never  did  follow  those  guide- 
lines, never  did  adhere  to  the  law,  the  intent  of  the  law,  as  best  that 
I  can  tell.  And,  not  only  that,  on  the  Floor  of  the  House,  the  bill 
was  further  amended  by  Bill  Alexander  from  Arkansas  to  help  take 
into  consideration  local  areas,  and  so  on.  But  I  have  never  seen  that. 

They  have — I  think,  in  your  case,  they  must  have  acted  in  an 
arbitrary  manner. 

Mr.  Rogers.  It  may  have  been,  and  often  they  do  act  in  an  arbi- 
trary manner.  But  what  I  am  saying  is,  once  your  areas  are  estab- 
lished, which  is  the  Governor's — ^that  really  was  his  basic  decision, 
what  we  tried  to  get  him  to  do. 

Now,  the  Secretary  had  some  say-so,  we  would  agree. 

But  your  HSA's  are  locally  selected  and  they  are  locally  to  make 
the  judgment.  Now  that  is  basically  what  you  want,  is  it  not  ? 

Dr.  Johnson.  Yes,  sir,  we  want  local  

Mr.  Rogers.  Judgment. 

Dr.  Johnson  [continuing].  Judgment. 

Mr.  Rogers.  Now,  with  these  guidelines,  so  the  HSA  can  make 
that,  what  problem  is  there  ? 

Dr.  Johnson.  As  long  as  they  are  guidelines,  as  long  as  they  are 
flexible  

Mr.  Rogers.  Then  you  can  be  supportive  as  long  as  that  is  true  ? 
Mr.  Peterson.  Mr.  Chairman,  may  I  

Mr.  Rogers.  Now,  just  a  minute.  I  am  going  to  let  you  say  some- 
thing. I  want  to  hear  from  a  doctor. 

Dr.  Johnson.  As  long  as  they  are  guidelines,  as  long  as  they  are 
not  mandatory? 

Mr.  Rogers.  That  is  right.  They  can  be  changed  by  the  HSA  for 
their  individual  reasons,  which  is  what  we  want.  Otherwise,  there 
is  no  point  in  having  the  HSA's.  And  this  committee  understands, 
and  wrote  the  law  that  way. 

So  I  do  not  think  we  have  a  disagreement. 

Dr.  Johnson.  I  do  not  think  so,  on  the  guidelines,  as  long  as  the}^ 
are  true  guidelines. 
Mr.  Rogers.  I  am  delighted. 
Excuse  me.  I  would  be  glad  to  hear  you. 
Mr.  Peterson.  Thank  you. 

We  certainly  do  agree  with  you,  Mr.  Rogers,  that  the  guidelines 
should  be  flexible  and  that  they  should  be  guidelines  for  the  HSA. 
Now,  if  they  were  true  guidelines,  then  it  would  seem  that  the  HSA 
could  make  its  own  determination  as  to  the  variations  from  the  guide- 
lines, because  these  are  merely  suggestions  in  a  sense,  then  

Mr.  Rogers.  Well,  they  really  are  kind  of  goals  or  guidelines  that 
we  hope  people  can  reach. 

Mr.  Peterson.  And  that  is  the  way  our  amendment  that  we  are 
suggesting  would  more  clearly  specify. 

Mr.  Rogers.  Well,  it  is  not  necessary.  That  is  already  what  the 
guidelines  are,  if  I  may  be  permitted  to  say  so,  and  it  has  just  been 
clarified. 

I  do  not  think  everybody  has  seen  what  was  stated  when  we  just 
got  this  change  effected.  It  has  just  happened,  you  know.  It  has  just 
come  about. 
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So  I  think  this  is  all  settled,  and  I  see  no  need  for  a  change. 

Mr.  Peteesox.  The  lancfLiage  which  gives  us  concern,  Mr.  Chair- 
man, is  the  meaning  of  "consistent  with.''  As  you  know,  the  law 
says  that  the  plans  must  be  consistent  with  the  national  guidelines, 
so  in  the  regulations,  they  have  defined  the  term  ''consistent  with," 
and  they  have  said  that  the  local  HSA  plan,  health  systems  agency 
plan,  must — will  b-e  considered  consistent  with  the  standards  set  forth 
in  subpart  C  of  this  part,  where  it  (1)  Establishes  a  goal  which  is 
not  in  excess  of  the  level  set  forth  in  the  standard,  where  that  level 
is  stated  as  a.  maximimi:  or  not  less  than  the  level  set  forth  in  the 
standard  where  that  level  is  stated  as  a  minimum. 

So  it  has  to  comply  

Mr.  Rogers.  Except  where? 

Mr.  Peteesox.  I  have  not  finished  yet. 

Mr.  RoGEES.  The  three  to  four  exceptions  now. 

Mr.  Peteesox.  And.  ("2)  includes  plans  which,  if  implemented,  are 
reasonably  calculated  to  achieve  that  goal  within  5  years,  except 
where  a  specific  adjustment  is  justified  in  accordance  with  subpart  C. 

Mr.  E OGEES.  All  right. 

Mr.  Peteesox".  So — if  I  may  continue  ? 

Mr.  RoGEES.  Read  on.  read  on. 

Mr.  Petersox".  TTell,  that  is  the  definition  of  "consistent  with," 

and  this  is  the  area  

Mr.  RoGEES.  Xo.  "^Aliat  are  the  exceptions? 

Mr.  Peteesox.  TTelL  the  adjustment  which  the  HSA  may  make 
from  the  guidelines  is  based  upon  three  elements,  one  of  which  you 
would  have  to  find,  and  then  it  would  be  entitled  to  an  adjustment. 

Xow.  in  creating  this  adjustment,  it  has  to  make  a  strong  justifica- 
tion for  it,  and  this  justification  goes  up  to  

Mr.  Rogers.  VHcio  said  it  has  to  be  a  strong  justification?  It  has 
three  exceptions.  Will  you  read  the  exceptions  in  the  law  ? 

Mr.  Peteesox.  The  exceptions  that  you  are  referring  to,  Mr.  Chair- 
man, are  on  page  3064  in  the  rules  and  regulations.  You  may  have 
a  different  copy. 

And  where  one  of  these  three  elements  is  found,  then  the  HSA 
may  make  a  justification  for  an  adjustment.  One  of  these  is  where 
the  residents  in  the  health  service  area  do  not  have  access  to  necessary 
health  services, 

Mr.  RoGEES.  All  right.,  that  is  one. 

Mr.  Peteesox ;  And  second  

Mr.  Rogers.  Residents  of  the  health  service  areas  not  having  aceess. 
In  other  words,  whatever  facility  is  needed  according  to  the  HSA, 
no  matter  what  the  guideline  says,  no  matter  what  the  bed  situation 
guideline  says.  If  the  population  does  not  have  access  to  hospital 
beds  thev  are  entitled  to  have  those  facilities.  Broad,  broad  judgment 
of  HSA. 

That  is  just  one  of  the  exceptions.  A  second  is  "Significantly  in- 
creased cost  of  care  for  a  substantial  number  of  patients  in  the  area."' 

In  other  words,  it  is  going  to  cost  too  much.  You  have  to  have 
more  facilities,  you  have  to  be  more  available.  We  have  to  have 
more  CAT  scanners  because  the  cost  of  travel  to  the  patient  is  too 
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much  there,  and  we  have  to  have  a  clinic  here,  or  another  hospital, 
because  the  cost  is  too  much  for  those  people. 

So  that  is  in  the  judgment  of  the  HSA — local  judgment. 

Third,  "The  denial  of  care  to  persons  with  special  needs  resulting 
from  moral  or  ethical  value."  Church  schools,  church  care,  any  other 
kind.  Broad  judgment.  Anything  you  need,  as  a  matter  of  fact,  is 
that  they  are  saying. 

Mr.  Peterson.  If  I  could  carry  that  a  step  further,  Mr.  Chairman, 
once  the  HSA  has  created  this  adjustment  in  its  plan,  then  it  goes 
forward  to  the  State  agency  and  to  the  State  coordinating  council. 
Then  it  says  here  that  the  adjustment  "may"  be  made  part  of  the 
State  health  plan.  Unless  it  is  made  a  part  of  the  State  health  plan, 
no  certificate  of  need  could  issue. 

And  so  the  question  

Mr.  EoGEKS.  Well,  now,  just  a  minute.  Do  you  know  how  a  State 
plan  is  made  up? 

Mr.  Peterson.  It  is  made  up  of  the  local  HSA's  plans. 

Mr.  Rogers.  Of  course.  It  comes  directly  from  the  plans  or  the 
local  HSA's. 

Mr.  Peterson.  We  would  prefer  then  if  it  said  that  it  "will"  be 
made  part  of  the  State  plan,  rather  than  say  "may." 

And  I  think,  Mr.  Chairman  

Mr.  Rogers.  Well,  now,  we  can  get  into  semantics. 
Mr.  Peterson.  Of  course. 

Mr.  Rogers.  We  can  go  "may"  or  "shall"  and  so  forth.  But,  never- 
theless, what  we  have  here  is  that  the  local  HSA  makes  up  its  plan 
and  it  makes  the  adjustment. 

Mr.  Peterson.  We  are  in  agreement  with  what  we  would  like  to 
see  the  words  say,  and  I  think,  Mr.  Chairman,  if  the  language  pro- 
vides any  type  of  potential  for  misinterpretation  as  to  what  the 
comimittee's  intent  might  be  we  would  hope  that  it  would  be  clarified 
during  this  comment  period,  because  we  would  like  to  see  them  truly 
state  that  they  are  guidelines  and  the  HSA  

Mr.  Rogers.  I  think  it  has  been  made  quite  clear  that  they  are, 
and  (that  this  is  the  intent.  In  fact,  I  think  that  this  has  been 
aclmowledged  by  HEW. 

Dr.  Johnson.  Mr.  Chairman,  when  I  read  these  I  read  these  with- 
out any  consultation,  and  the  thing  that  I  had  a  question  about  is 
that  in  the  first  reorulations  in  September  

Mr.  Rogers.  Well,  these  are  changed. 

Dr.  Johnson.  Yes,  sir,  I  Imow  that.  But  they  talked  about  joaii de- 
lines  and  here  they  talk  about  standards,  and  I  was  confused.  If  they 
are  guidelines,  they  are  guidelines.  Standards  have  a  stronger  con- 
notation to  me. 

Mr.  Rogers.  It  is  changed.  It  is  up  to  the  HSA  to  make  the  judg- 
ment, and  that  is  why  it  is  written  this  way,  that  it  is  up  to  the 
HSA  to  make  the  judgment. 

The  Secretarv  said  that.  Mr.  Calif ano — ^believe  it  or  not. 

So  anyhow,  I  do  not  think  we  have  any  difference.  I  am  glad  you 
can  support  planning  where  we  are  having  HSA's  make  local 
judgment. 
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Now,  are  there  any  other  areas  that  are  of  concern?  I  think  the 
boards,  you  were  concerned  about  providers,  being  sure  that  we  have 
sufficient  providers. 

Perhaps,  for  instance,  insurance  companies,  maybe  they  ought  to 
be  consumers.  Should  they  ?  They  purchase  ? 

Mr.  Peterson.  I  would  thinli  so,  rather  than  providers. 

Mr.  Rogers.  We  would  be  glad  to  look  at  your  suggestions  there. 

Are  there  any  other  suggestions? 

Mr.  Peterson.  We  would  be  very  happy  to  work  with  the  com- 
mittee in  our  suggestions  

Mr.  Rogers.  Excuse  me  ? 

Mr.  Peterson.  I  say  we  would  be  very  happy  to  suggest  specific 
language  to  put  our  suggestions  here  into  statutory  language. 

Mr.  Rogers.  We  would  be  glad  to  look  at  your  language  and  any 
suggestions  you  have. 

Mr.  Peterson.  And  to  work  with  the  committee. 

Mr.  Rogers.  We  would  be  glad  to  have  you  do  that.  But  the 
important  thing  is  that  I  am  glad  you  are  willing  to  support  the 
bill.  These  guidelnies — which  they  are — are  simply  guidelines  and 
not  directives  to  the  local  HSA. 

Mr.  Peterson.  Mr.  Chairman,  I  think  that  is  a  rather  broad  gen- 
eralization. As  to  the  bill,  we  have  pointed  out  other  areas  

Mr.  Rogers.  I  thought  that  was  what  I  heard  the  doctor  say  ? 

Mr.  Peterson.  Well,  we  have  

Mr.  Rogers.  Are  you,  the  staff  person,  now  telling  me  that  the 
doctor's  testimony  is  not  correct  ? 

Mr.  Peterson.  I  agree  with  what  he  said.  What  he  said  was  that 
we  were  supporting  local  planning  and  we  would  support  that  the 
guidelines  should  be  true  guidelines,  while  there  are  other  areas 
in  the  bill  

Mr.  Rogers.  I  understood  that  in  the  planning  legislation,  if  guide- 
lines are  simply  guidelines,  and  the  HSA's  make  the  local  decisions, 
then  you  would  be  supportive. 

Is  that  not  what  I  understood  you  to  say,  doctor  ? 

Dr.  Johnson.  I  think  the  statement  indicated  that  we  

Mr.  Rogers.  I  do  not  want  to  put  words  in  your  mouth.  I  under- 
stood that  to  be  the  thrust  of  your  statement. 

Dr.  Johnson.  I  am  very  careful  about  words  being  put  in  my 
mouth,  Mr.  Chairman.  I  think  I  said  that,  based  on  certain  amend- 
ments, that —  and  I  expressed  our  concern  about  getting  these  amend- 
ments so  that  there  would  be  more  local  planning. 

Mr.  Chairman,  I  would  say  that  we  support  local  planning,  and 
we  support — and  if  these  are  true  guidelines,  or  benchmarks,  then 
that  would  satisfy  us  as  to  the  nature  of  the  guidelines. 

Mr.  Rogers.  Now,  the  hospitals,  they  tell  me  that  doctors  are 
responsible  for  increased  costs  in  the  hospitals.  Are  they  ? 

Dr.  Johnson.  They  have  not  told  me  that,  Mr.  Chairman.  We  have 
been  working  very  closely  

Mr.  Rogers.  Which  administrators  have  you  been  talking  to  ? 

Dr.  Johnson.  A  good  one. 

Mr.  Rogers.  I  have  just  met  with  some,  and  heard  that. 
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Dr.  Johnson.  Well,  the  hospital  administrators  that  we  work 
with,  we  are  working  together  jointly.  We  see  this  as  a  joint  effort 
to  control  health  care  costs. 

Mr.  Rogers.  Well,  it  is  not  there  because  you  ordered  the  tests, 
you  ordered  the  beds,  you  ordered  the  blanket  that  cost  $250  to  keep 
a  patient  warm  or  cold  and  so  forth  and  so  on  ? 

Dr.  Johnson.  I  would  be  glad  to  discuss  that  with  any  hospital 
administrator,  Mr.  Chairman. 

Mr.  Rogers.  Well,  I  have  just  been  quoting  a  doctor  who  was  an 
intern  in  my  office  and  is  now  chairman  of  the  committee  at  J ackson 
Memorial  Hospital  who  said  he  could  not  believe  it.  He  said  as  soon 
as  he  found  out  the  cost,  he  never  would  have  prescribed  it. 

What  I  am  saying  is  that  I  agree  with  you;  it  is  a  joint  problem. 
I  am  delighted  that  the  AMA  has  said  that  they  want  to  join  in  a 
voluntary  program  and  get  the  doctors  conscious  of  cost.  Because 
I  do  not  think  it  is  stressed  in  the  medical  schools;  we  need  to  do 
that,  and  this  committee  is  trying  to  encourage  that  in  medical 
schools,  because  it  is  going  to  take  everybody  working  together. 

Now,  we  have  tried  to  set  up  a  reasonable  approach  to  plan  for  the 
future.  Surely,  everybody  agrees  that  we  ought  to  do  planning  for 
health,  do  they  not  ?  Does  anyone  not  agree  ? 

All  right.  Now,  if  we  can  keep  the  emphasis  on  local  decision, 
which  I  think  we  have,  and  we  will  follow  it  closely,  because  this 
committee  is  concerned  with  that,  too. 

Now,  I  think  it  is  good  to  have  some  guidelines  and  some  goals 
so  that  we  can  make  judgments  as  to  whether  we  are  making  progress 
or  not,  but  if  we  allow  the  local  HSA  to  make  what  judgments  as 
are  needed  in  that  area,  then  we  are  probably  moving  in  the  right 
direction. 

Would  you  agree  ? 

Mr.  Peterson.  Yes,  sir. 

Mr.  Rogers.  Thank  you.  And  we  do  look  forward  to  worldng  with 
you.  We  must  have  the  cooperation  of  the  medical  profession,  the 
hospital  industry,  and  consumers  to  get  on  top  of  this  problem.  It 
is  too  important  for  people  to  go  off  on  tangents,  or  on  technical 
objections  which  really  do  not  have  much  substance. 

We  need  some  leadership  from  the  AMA  in  bringing  about  an 
effective  planning  program  in  the  Nation. 

Thank  you  for  being  here.  Your  testimony  is  most  helpful  and 
we  do  look  forward  to  workino^  with  you. 

Dr.  Johnson.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Thank  you  so  much. 

Dr.  JiRKA.  Mr.  Chairman,  we  certainly  want  to  work  with  you 
in  our  endeavors  to  have  proper  health  planning  in  this  country. 

Mr.  Rogers.  Thank  you  so  much.  We  look  forward  to  your 
cooperation. 

We  have  a  person  who  has  to  catch  a  plane ;  he  is  under  pressure. 
He  says  he  can  make  a  very  short  statement,  and  if  other  witnesses 
would  permit,  I  would  call  Mr.  Art  Oilman,  who  is  chairman  of  the 
California  Association  of  HSA's  to  come  forward. 

Mr.  Oilman,  we  welcome  you  to  the  committee.  Your  statement 
will  be  made  a  part  of  the  record  in  full,  and  if  you  could  highlight 
it  for  us  it  would  be  helpful  to  the  committee. 
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STATEMENT  OE  ART  GILMAN,  CHAIRMAN,  NORTHERN  CALIFORNIA 
ASSOCIATION  OF  HEALTH  SYSTEMS  AGENCIES 

Mr.  GiLMAN.  Thank  you,  Mr.  Chairman  and  members  of  the 
subcommittee. 

My  name  is  Art  Gilman  and  I  am  a  farmer,  by  occupation.  I  farm 
in  Butte  County  in  California.  I  serve  as  the  chairman  of  the  14- 
county  HSA  known  in  California  as  HSA  No.  1. 

I  also  serve  as  the  president  of  the  California  State  Association 
of  HSA's,  primarily  because  I  show  up  oftener  by  anyone  else, 
not  because  I  have  any  special  expertise. 

I  am  going  to  depart  from  the  prepared  text.  Certainly  you  can 
read  that  for  yourself  [see  p.  391] . 

But,  in  response  to  the  testimony  you  just  heard,  I  found  it  very 
interesting,  because  in  our  14-coimty  area — and  to  give  you  a  little 
idea,  in  case  you  do  not  know,  we  have  44,000  square  miles  in  the 
14  counties  that  embodies  a  little  less  than  600,000  people.  And,  as 
you  can  well  see,  they  are  pretty  well  dispersed,  and  we  are  what 
you  call  rural,  when  you  get  into  our  neck  of  the  woods. 

At  any  rate,  we  did  have  to  speak  directly  to  the  question  of  why 
we  should  have  oertificate-of-need,  and  our  organization  is  pushing 
in  California,  the  legislature,  to  come  on  with  a  certificate-of-need 
program  that  will  extend  well  beyond  just  the  conventional  providers, 
into  all  providers,  as  a  matter  of  fact,  of  health  care,  into  the  equip- 
ment end  of  it,  not  necessarily  the  office. 

About  3  months  ago,  we  had  an  institution  in  a  town  called 
Reading,  a  town  of  about  30,000  people,  make  an  application  of  a 
cei-tificate-of-need  for  a  CAT  scanner.  We  looked  at  the  area  and, 
in  that  geographic  area,  about  100  miles  in  circumference  we  felt,  in 
our  best  judgment,  that  there  was  need  for  a  scanner. 

And  so  it  proceeded  through  the  certificate-of-need  process,  through 
our  HSA  board,  and  consequently  was  approved  and  that  approval 
was  forwarded  to  the  State  director  of  health,  as  provided  for  under 
California  law. 

In  the  process  of  the  90  days  that  it  took  to  complete  the  certificate- 
of-need,  a  private  physician  close  by  the  hospital  went  out  and 
bought  himself  a  CAT  scanner  and  set  it  up  in  business.  Now  we 
still  felt  that  our  original  decision  was  right,  and  the  appeal,  which 
will  be  the  first  one  in  the  State  of  California,  will  happen  the 
day  after  tomorrow. 

At  any  rate,  the  point  I  am  trying  to  make  is  that,  in  those  kinds 
of  instances,  we  felt,  and  still  feel,  that  because  of  the  access  in  the 
hospital  setting  and  the  fact  that  it  is  available  to  everyone  all  of 
the  time  with  the  qualified  people,  certainly  is  superior  over  the 
setting  in  that  private  setting. 

And,  incidentally,  the  local  medical  society  happens  to  agree  with 
our  opinion. 

That  points  out  the  need  that  I  have  heard  expressed  here  this 
afternoon. 

Another  area,  and  that  is  the  lack  of  physicians  on  boards.  I  have 
had  an  opportunity  to  be  invited  to  speak  several  times  before  our 
local  Butte-Glenn  Medical  Society  and  I  have  pointed  out  to  them 
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that  certainly  we,  as  lay  people,  need  their  help  and  expertise  if  we 
are  going  to  make  a  reasonable  community  health  plan. 

gut  do  you  know,  it  is  very  difficult.  I  hear  all  of  this  expression 
of  wanting  to  participate,  buit  when  board  meetings  happen,  we 
have  to  have  bodies  and  they  have  to  devote  the  time,  the  same  as 
I  did.  It  is  a  3, 000 -mile  trip  for  me  to  come  out  here  and  they  asked 
me  Sunday  to  do  this.  That  really  did  not  give  me  much  time  to 
respond. 

And  I  think  that  all  of  us,  as  volunteers  and  patients,  I  think 
that  we  are  beginning  to  attempt  to  have  a  dialog  with  the  medical 
profession,  and  they  with  us,  and  that  is  what  I  have  tried  to  point 
out  to  them,  that  this  is  going  to  be  a  cooperative  effort.  If  it  is 
going  to  be  worth  its  salt,  then  we  are  going  to  have  to  include 
all  providers  and  some  local  government  folks  and  certainly  not 
forget  about  those  of  us  who  pay  the  bill — ^that  is,  the  patient  and 
the  consumer. 

The  other  thing  I  want  to  speak  to  you  about,  because  I  think 
tomorrow  you  are  going  to  hear  from  a  proposal  to  put  forth  more 
elected  officials  as  a  mandatory  condition  of  HSA's.  Let  me  tell  you 
that  I  am  a  former  county  supervisor  in  our  county  and  I  am  not 
any  more  because  of  my  choice,  not  because  of  my  constituents.  But, 
at  any  rate,  in  being  there — and  I  was  involved  in  health  planning 
as  a  supervisor — I  think  there  is  still  a  great  deal  of  place  for  those 
people,  for  any  elected  official,  either  city  councilman  or  school  board 
members  or  supervisors  or  whatever  level — ^but,  again,  they  as  physi- 
cians, must  take  the  time  to  participate. 

I  think  that  in  my  own  area — we  have  a  63-member  board  and  I 
think  we  have  4  supervisors  elected  and  a  couple  of  city  councilmen — 
but  in  our  own  area,  they  are  absent  about  80  percent  of  the  time. 
Part  of  this  may  be  that  they  have  confidence  in  the  consumers,  or 
the  rest  of  us  and,  as  you  can  see,  it  is  a  rather  large  board. 

At  any  rate,  I  would  like  to  see  the  committee  resist  any  attemi)t 
to  water  down  that  portion,  because  I  think  the  present  law,  as  it 
is  presently  structured,  gives  everyone,  really,  an  opportunity  to 
come.  I  have  pleaded  with  them,  and  I  still  plead  with  them,  to  do 
that,  because  they  are  the  only  thing  that  is  really  going  to  make 
health  planning,  in  my  opinion,  viable  at  the  local  level. 

[Mr.  Oilman's  prepared  statement  follows :] 
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Testimony  of  Mr.  Art  Gilman 

,        7  9  Ord  Ferry  Road 
Chico,  Calif.  95926 
(916)  342-2215 

Mr.  Chairman  and  member sof  the  Committee: 

My  name  is  Art  Gilman.  I  am  an  orchard  and  livestock  farmer 
in  Butte  County,  California,  where  I  have  served  as  a  county 
supervisor,  and  am  now  the  chairman  of  our  local  health  systems 
agency.     I  also  serve  as  the  chairman  of  the  California 
Association  of  Health  Systems  Agencies.     I  am  speaking  to 
you  today  on  the  basis  of  my  various  experiences  and  as  a 
consxuner,  a  volunteer,  and  especially  a  taxpayer. 

My  comments  will  be  brief  and  blunt.     I  would  like  first  to 
talk  to  the  issue  of  the  involvement  of  local  elected  officials 
at  the  HSA  level.     I  understand  that  there  is  a  proposal  to  make 
25%  of  the  H-IA  boards  consist  of  elected  officials  and  to  make 
this  a  mandatory  provision.       The  fact  is  that  to  do  this  would 
simply  guarantee  the  absence  of  a  quorum  in  many  cases.     In  my 
own  area  our  elected  officials  have  been  absent  80%  of  the  time. 
There  are  other  California  HSAs  where  they  have  been  unable  to 
hold  governing  board  meetings  for  months  in  a  row  because  they 
could  not  get  a  quorum  of  county  officials. 

Do  not  think  that  I  am  against  government  official 
involvement.     We  strongly  support  and  seek  it.     But  elected 
officials  should  be  treated  just  like  anybody  else.  They  should 
earn  their  own  way,  and  their  right  to  have  power  in  the  HSA 
structure  should  be  conditional  upon  their  responsibility  to 
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follow  through  with  the  coininitments  and  oblicagions  involved. 
The  present  lavr  end  regulations  contain  more  than  adequate 
provisions  for  making  HSAs  accountable  for  the  mix  of  their  board 
membership.     The  State  Coordinating  Councils,  the  State  Office  of 
Planning  and  Resource  Development,  and  the  Regional  Offices  of 
DREW  all  review  these  matters,  and  can  pressure  the  HSAs  to  meet 
the  standards  of  equity. 

This  means  that  there  is  simply  no  need  to  tamper  with  the 
membership  provisions  concerning  elected  officials.  They  already 
have  adequate  means  for  recourse.     If  they  want  more  involvement, 
then  let  them  prove  they  deserve  it  by  attending  meetings  and 
becoming  directly  involved — which  so  far,  in  many  cases,  they 
have  not  bothered  to  do. 

I  am  aware  that  the  state  and  national  lobbying  groups  for 
county  supervisors  are  urging  that  more  elected  official  involvement 
be  mandatory,  and  even  that  all  HSAs  be  put  under  the  direct  control 
of  county  governments.     However,  I  have  just  spoken  with  Shannon 
Patterson,  the  immediate  past  president  of  the  County  Supervisors 
Association  of  California,  and  he  agrees  with  me  that  there  should 
be  no  more  tampering  with  HSA  structures  at  this  time.  Let  those 
agencies  which  are  public  and  governmental  stay  as  they  are,  and 
get  on  with  the  serious  work  of  doing  health  planning.     The  same 
goes  for  the  public  non-profit  agencies--which  is  what  they 
really  are.  Please,  gentlemen,  resist  the  pressures  you  are  getting 


393 


to  change  HSA  structures  yet  again.     We  need  to  do  responsible 
planning,  not  more  reorganizing. 

In  the  same  context,  we  would  like  to  advise  against  any 
major  shifts  in  responsibilities  from  governing  bodies  to 
governing  boards  in  public  joint-powers  HSAs.     We  feel  that  this 
would  compromise  the  planning  process  seriously,  and  give  key 
powers  over  the  planning  process  to  governing  board  groups  which 
are  not  likely  to  be  as  representative  of  providers  and  consijmers 
as  are  the  governing  bodies,     and  which  are  not  as  likely  to  be 
knowledgeable,  or  even  committed  to  attending  the  meetings  and 
doing  the  necessary  work — especially  when  the  decision-making  gets 
tough . 

Next,  I  would  like  to  comment  that  there  needs  to  be  a 
further  consideration  of  the  appropriateness  review  function  in 
your  new  legislation.     We  need  appropriateness  review,  and  support 
the  idea  fully.     The  question  facing  local  volunteers  is  this: 
after  the  HSA  makes  a  finding  about  appropriateness  or  inappropriate- 
ness,  then  what?      Where  are  the  sanctions?    We  know  that  we  do 
not  have  the  authority  or  power  to  change  inappropriate  services. 
Who  does?        If  no  one  does,  ^hen  why  should  we  volunteers  bother 
being  involved?    We  have  jobs,  families^  and  other  things  to  do 
with  our  time. 
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Please  make  the  time  we  donate  to  the  health  planning  process 
worthwhile.       Please  finish  the  system  you  have  begun  to  create. 
Let • s  see  some  action  in  health  planning  at  the  local  and  state 
levels,  not  just  paper  and  talk. 

Finally,  I  would  like  to  emphasize  the  need  to  provide  adequate 
funding  to  HSAs.     You  can't  ask  a  man  to  be  a  combination  of  a 
wrestler,  power  weight  lifter,  long  distance  runner  and  mathematical 
genius,  and  then  feed  him  a  diet  of  soda  crackers.     This  is 
especially  true  for  the  minimally  funded  rural  HSAs.     They  have 
more  travel  costs,  more  time  commitments,  and  all  the  same  technical 
responsibilities  as  the  biggest  HSAs  in  the  nation,  but  only  a 
fraction  of  the  budget.     Our  staffs  have  to  be  multi-talented 
wizards.     But  even  wizards  cannot  make  health  systems  plans  and 
community  changes  on  the  budgets  they  have  been  given  thus  far. 

We  plead  with  you  to  make  adequate  appropriations — at  least 
the  sums  asked  for  this  morning  by  the  Health  Planning  Association 
witnesses.     And  we  hope  the  Secretary  of  HEW' will  understand  that 
when  your  bill  gives  him  discretion  over  10%  of  the  appropriation, 
he  is  expected  to  use  that  discretion  to  help  rural  HSAs  do  their 
job. 

Gentlemen,  thank  you  for  your  time,  and  thank  you  for  a  very 
good  set  of  eunendments.  Please  stick  to  your  guns  in  the  weeks  ahead. 
We  need  a  good,  strong,  and  balanced  bill.  That's  what  we've  got 
new.     I  hope  we  can  keep  it  that  way. 
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Mr.  KoGERS.  Thank  you  very  much,  Mr.  Gilman.  I  would  like  to 
say  that  these  points  that  you  have  brought  up  will  be  most  helpful 
in  determining  these  provisions. 

Dr.  Carter? 

Mr.  Carter.  Thank  you,  Mr.  Chairman.  I  just  want  to  commend 
the  gentleman  on  the  work  he  is  doing.  I  think  he  is  a  typical,  good 
American  citizen,  very  good,  and  when  he  says  that  he  looks  for 
live  bodies  there  at  his  meetings,  I  know  what  he  means.  I  think 
that  is  one  of  the  difficulties  we  have  so  many  times  with  organiza- 
tions such  as  this. 

Further,  I  want  to  compliment  you  on  saying,  "please,  gentlemen, 
resist  the  pressure  you  are  getting  to  change  HSA  structures  yet 
again."  I  think  you  are  right. 

Mr.  Gilman.  Lord,  I  hope  I  am  right,  because  we  fought  the  battle 
and  the  bloodletting  in  California  that  went  on  with  the  delineation 
of  those  lines.  I  would  not  want  to  see  that  transpire  again.  I  think 
it  would  be  supercounter-productive. 

Mr.  Carter.  Well,  certainly  I  have  enjoyed  your  testimony  and 
I  want  to  compliment  you  on  your  work,  and  I  ask  that  you  con- 
tinue. Do  not  give  up. 

Thank  you,  Mr.  Chairman. 

Mr.  Gilman.  I  will  try  not  to. 

Mr.  Rogers.  Thank  you.  We  appreciate  your  presence  here  today. 
Mr.  Gilman.  Thank  you. 

Mr.  Rogers.  The  next  witnesses  will  be  Mr.  David  Everhart,  who 
is  president  of  the  Northwestern  Memorial  Hospital,  accompanied 
by  Dr.  John  A.  D.  Cooper,  who  is  president  of  the  Association  of 
American  Medical  Colleges. 

I  am  delighted  to  welcome  you  gentlemen  to  the  committee.  Thank 
you  for  your  patience. 

Your  statement  will  be  made  a  part  of  the  record  in  full  [see  p.  399], 
and  you  may  proceed. 

STATEMENT  OF  DAVID  EVERHAKT,  ON  BEHALF  OF  ASSOCIATION  OF 
AMERICAN  MEDICAL  COLLEGES,  ACCOMPANIED  BY  JOHN  A.  D. 
COOPER,  M.D.,  PRESIDENT 

Mr.  Everhart.  Thank  you,  Mr.  Chairman. 

I  am  Dave  Everhart,  chairman  of  the  Council  of  Teaching  Hos- 
pitals of  the  American  Medical  Colleges,  and  president  of  North- 
western Memorial  Hospital  in  Chicago;  and  with  me,  as  you  have 
acknowledged,  is  John  Cooper,  who  is  president  of  the  AAMC.  We 
will  dispense  with  the  usual  formalities,  Mr.  Chairman.  We  have 
submitted  a  written  statement  for  the  committee  and  for  inclusion 
in  the  record. 

In  1974,  the  AAMC  submitted  testimonv  to  this  same  subcommittee 
endorsing  major  components  of  the  bills  that  ultimatelv  became 
Public  Law  93-641.  Since  passage  of  the  act,  the  AAMC  and  its 
members  have  supported  its  implementation.  Last  year,  the  AAMC 
supported  a  1-year  extension  of  the  act  and  called  for  its  more  com- 
plete implementation  to  be  a  cornerstone  of  our  Nation's  hospital 
cost-containment  policies. 
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Last  March,  the  AAMC  engaged  the  services  of  Gene  Kubel,  who 
is  the  former  Acting  Director  of  HEW's  Bureau  of  Health  Plannhig 
Resources  and  Development,  to  visit  a  number  of  our  teaching  hos- 
pitals, medical  schools,  and  HSA  executives  to  determine  the  current 
and  the  future  implications  of  the  implementation  of  93-641  as  it 
pertains  to  our  academic  medical  centers  around  the  country.  Mr. 
Rubel  very  frankly  reported  that  the  issue  drew  some  emotional 
responses  and  many  described  the  planning  process  with  words 
like  "cumbersome,"  "time  consuming,"  "frustrating,"  and  "confus- 
ing." However,  he  also  reported,  in  balance,  that  there  was  a  general 
acceptance  for  the  need  and  mandate  for  active  participation  in  the 
effort. 

The  AAMC  is  pleased  to  find  that  H.R,.  10460  proposes  working 
within,  and  improving,  the  planning  structures  created  in  the  past 
3  to  4  years.  In  reviewing  the  bill's  provisions,  the  association  finds 
several  amendments  which  are  highly  desireable:  The  expansion  of 
certificate-of-need  authority.  The  increased  authorizations  for  Fed- 
eral funding.  The  provisions  of  authority  for  carrying  over  funds 
from  1  year  to  the  next.  The  recognition  that  individuals  living 
and  worldng  in  areas  covered  by  different  HSA's  are  interested  in 
serving  and  supporting  both  agencies.  And  the  addition  of  indirect 
providers  of  care  to  HSA  governing  boards.  Each  of  these  amend- 
ments would  strengthen  the  existing  legislation. 

I  think  there  is  a  personal  point  that  I  would  like  to  make,  and 
several  of  the  witnesses  this  afternoon  have  made  reference  to  it,  and 
I  want  to  make  it  because  I  believe  it  is  a  concern  that  is  widely 
shared  by  a  number  of  my  professional  colleagues  who  are  involved 
with  HSA's  around  the  country.  In  a  way,  I  make  the  point  reluc- 
tantly because  it  could  be  misunderstood,  and  it  addresses  the  ques- 
tion of  the  majority  of  consumers  on  HSA  boards.  I  think  that  has 
caused  some  difficulty  for  providers  who  are  attempting  to  comply 
with  the  planning  laws.  Some  of  these  consumers  are  unfamiliar  with 
our  health  care  systems  and  their  institutions,  and  the  lack  of  that 
familiarity  lengthens  the  process.  We  hope  very  much  that  the 
moneys  included  in  the  bill  for  better  orientation  and  education  of 
members  of  HSA's  will  meet  your  interests  in  maintaining  communi- 
ty accountability  and,  at  the  same  time,  our  concerns  about  having 
more  informed  decisionmakers  in  this  process.  Now,  there  are,  how- 
ever, some  AMC  concerns  which  are  either  not  addressed,  or  only 
partially  addressed,  in  the  amendments,  and  we  would  like  to  speak 
to  those.  In  discussing  them  and  in  making  specific  recommendations, 
we  are  attemptinfir  to  further  strengthen,  and  to  refine,  93-641. 

The  National  Health  Planning  Resources  Development  Act  seeks, 
in  part,  to  increase  patient  access  to  health  services,  and  this  is  cer- 
tainly a  laudable  objective.  It  should  be  remembered,  however,  that 
access  to  health  services  is  also  important  for  medical  education  and 
for  biomedical  research  plans.  To  insure  that  health  services  continue 
to  meet  present  health  care  needs  and  help  develop  future  health  re- 
sources, the  AAMC  recommends  that  this  subcommittee  develop  and 
approve  amendments  to  93-641  which  would  explicitly  recognize  the 
importance  of  health  services  to  health  manpower  education  and  to 
biomedical  research. 
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First,  the  AAMC  recommends  tha>t  the  act  be  amended  to  encour- 
age proposals  for  the  location  and  sponsorship  of  institutional  health 
services  to  include  the  proposals'  impact  on  the  clinical  needs  of 
medical  education  and  medical  research  programs.  Proposals  that  are 
being  considered  for  scarce  health  services  in  areas  that  involve  one  or 
more  accredited  medical  schools  must  include  evidence  that  the  serv- 
ice, if  approved,  will  be  available  and  accessible  to  faculty,  students, 
graduate  medical  trainees,  and  schools  of  medicine. 

Second,  if  the  health  service  area  includes  one  or  more  accredited 
medical  schools,  we  strongly  recommend  that  the  governing  board 
and  executive  committee  of  the  HSA  be  required  to  include  the  dean 
of  at  least  one  medical  school  as  a  voting  member  of  that  HvSA 
board.  Similarly,  in  States  with  one  or  more  accredited  medical 
schools,  the  AAlVtC  recommends  that  the  State  Health  Coordinating 
Council  be  required  to  include  the  dean  of  at  least  one  medical  school 
on  its  board. 

Medical  schools,  faculties,  and  teaching  hospitals  serve  today's  pa- 
tients as  they  develop  the  manpower  and  knowledge  essential  for  to- 
morrow's health  system.  To  accomplish  these  dual  missions,  health 
planning  decisions  of  today  must  not  undermine  the  resources  de- 
velopment programs  of  medical  schools  and  teaching  hospitals.  Sec- 
tion 1513  states  that  a  health  systems  agency  shall  not  review  and 
approve  or  disapprove  the  proposed  use  of  Federal  funds  for  grants 
or  contracts  unless  they  are  used  to  support  the  development  of  health 
resources  intended  for  use  in  the  health  service  area,  or  in  the  delivery 
of  health  services.  Regulations  implementing  this  portion  of  the  law 
have  not  yet  been  promulgated,  thus  we  are  unclear  of  its  ultimate 
eifect.  Moreover,  the  association  is  also  unclear  about  the  intent  and 
effect  of  section  220(b)  of  10460,  an  amendment  which  broadens,  but 
does  not  clarify,  the  HSA's  authority  in  this  area. 

Massachusetts  has  recently  amended  its  certificate  of  need  legisla- 
tion to  exempt  from  review  medical  education  and/or  research  pro- 
grams which  are  financially  self-supporting  or  do  not  result  in  an 
increase  in  patient  charge  and  do  not  increase  the  number  of  operat- 
ing beds  or  the  load  of  ambulatory  services  to  an  institution.  We  be- 
lieve this  is  an  excellent  piece  of  legislation  that  clearly  removes 
from  the  HSA  review,  medical  education  and  research  projects  with 
only  minor  health  service  impact  and  the  association  strongly  recom- 
mends a  similar  amendment  to  the  health  planning  and  resources 
development  act. 

It  would  be  difficult  to  draft  a  suitable  amendment  for  the  broader 
range  of  impacts  of  Federal  grants  and  contracts  for  medical  educa- 
tion and  research  which  do  include  substantial  health  service  impacts. 
In  lieu  of  such  a  difficult  amendment,  we  recommend  that  the  com- 
mittee report  accompanying  any  bill  to  amend  the  present  health 
planning  law  include  a  clear  statement  of  the  congressional  intent  in 
this  area.  If  this  reconmiendation  is  acceptable,  we  agree  to  provide 
the  fullest  cooperation  and  assistance  to  your  committee  as  you  pre- 
pare such  a  statement. 

Recently  the  AAMC  has  learned  of  instances  where  an  HSA  has 
established  conditions  of  approval  in  reviewing  requests  for  new  serv- 
ices and  equipment — ^that  is,  the  hospital  has  been  told  by  an  HSA 
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that  the  hospital  request  to  initiate  service  A  would  be  approved  only 
if  the  hospital  also  agreed  to  implement  service  B,  another  service 
sought  by  the  HSA.  The  association  views  such  conditions  of  approv- 
al as  excessive  uses  of  authority  and  urges  this  subcommittee  to  ad- 
dress this  issue  by  adopting  an  amendment  which  provides  that, 
except  in  the  evaluation  of  clinically  interdependent  health  services, 
such  as  cardiac  cathertization,  open  heart  surgery,  HSA's  are  pro- 
hibited from  conditioning  the  approval  of  a  certificate  of  need  appli- 
cation upon  the  providers  agreement  to  develop  one  or  more 
additional  health  services  or  programs. 

In  spite  of  HEW's  recent  publication  of  the  revised  planning  guide- 
lines— and  I  kind  of  hate  to  get  into  this  in  a  way — the  AAMC 
remains  concerned  about  the  function  of  such  guidelines.  In  his  J anu- 
ary  18  press  conference,  Secretary  Califano,  in  his  prepared  state- 
ment, said  these  national  standards  are  to  be  used  by  local  and  State 
agencies  in  preparing  their  plans.  The  plans  generally  should  be  con- 
sistent with  the  guidelines  within  1  year.  It  would  appear  that  HEW 
sees  little  difference  between  guidelines  and  mandated  standards. 
This  is  contrary  to  our  understanding  of  the  role  of  the  planning 
guidelines  and  the  association  strongly  recommends  that  any  legisla- 
tion renewing  or  extending  93-641  clearly  and  forcefully  state  that 
the  HEW  is  to  promulgate  advisory  guidelines,  not  mandatory 
guidelines. 

In  the  4  years  since  the  National  Health  Planning  and  Resource 
Development  Act  was  enacted,  many  of  the  organizations  required  by 
the  act  have  been  developed  and  have  become  operational.  The  struc- 
ture is  in  place.  If  that  structure  is  to  be  retained,  strengthened  and 
increasingly  supported  with  adequate  funding  and  technical  assist- 
ance, the  next  few  years  should  see  the  planning  of  planning  replaced 
by  health  planning  itself.  In  its  next  renewal,  the  health  planning  pro- 
gram should  be  evaluated  on  its  performance  as  well  as  on  its  promise. 
For  such  a  performance  review  to  be  objective  and  meaningful,  cri- 
teria for  assessing  the  program's  accomplishments  and  shortcomings 
need  to  be  established  now.  Otherwise,  the  same  anecdotes  and  statis- 
tics may  be  used  by  program  proponents  and  opponents  as  justifica- 
tion for  terminating  or  continuing  the  program. 

The  Association  of  American  Medical  Colleges  strongly  recom- 
mends that  any  legislation  extending  or  revising  health  planning  be 
accompanied  by  a  committee  report  detailing  criteria  which  will  be 
used  to  evaluate  the  program  in  its  continuation.  We  will  be  pleased 
to  work  with  members  of  this  subcommittee  and  its  staff  to  develop 
and  evaluate  such  criteria  for  program  performance. 

Thank  you,  Mr.  Chairman. 

[Testimony  resumes  on  p.  413.] 

[Mr.  Everhart's  prepared  statement  follows :] 
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TESTIMONY  SUBMITTED  ON 
HEALTH  PLANNING  LEGISLATION 

BY  THE 

ASSOCIATION  OF  AMERICAN  MEDICAL  COLLEGES 
TO  THE 

SUBCOMMITTEE  ON  HEALTH  AND  THE  ENVIRONMENT 
COMMITTEE  ON  INTERSTATE  AND  FOREIGN  COMMERCE 
U.S.  HOUSE  OF  REPRESENTATIVES 

January  31 ,  1978 

The  Association  of  American  Medical  Colleges  (AAMC)  is  pleased  to  have 
this  opportunity  to  testify  on  the  renev/al  and  revision  of  the  National 
Health  Planning  and  Resources  Development  Act  of  1974.    In  addition  to 
representing  all  of  the  nation's  operating  medical  schools  and  sixty-three 
academic  societies,  the  Association's  Council  of  Teaching  Hospitals  includes 
406  of  the  nation's  major  teaching  hospitals.    These  Association  members: 
educate  the  vast  majority  of  American-trained  physicians  at  both  the 
undergraduate  medical  and  graduate  medical  levels;  conduct  a  substantial 
proportion  of  the  nation's  biomedical  research;  account  for  over  sixteen 
percent  of  the  admissions  and  approximately  twenty  percent  of  the  ambulatory 
care  services  provided  by  non-Federal  short-term  hospitals;  and  provide 
a  comprehensive  range  of  patient  services,  including  the  most  complex 
tertiary  services.    Because  of  this  joint  involvement  in  health  resources 
development  and  health  services  delivery,  the  revision  of  the  National  Health 
Planning  and  Resources  Development  Act  is  of  direct  interest  and  a  vital  concern 
to  the  Association's  members. 
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For  ease  and  clarity  of  presentation,  this  testimony  is  organized  in  three 
major  sections.    The  first  section  reviews  the  AAMC's  historical  and  continuing 
support  for  organized  and  integrated  health  planning.    Section  two  reviews 
several  health  planning  and  resources  development  concerns  of  the  Association 
and  its  members  and  suggests  recommendations  for  clarifying  and  strengthening 
the  planning  program.    The  final  section  requests  that  this  Subcommittee  and  its 
staff  begin  developing  evaluation  criteria  for  the  performance  of  the  health 
planning  agencies  so  that  future  extensions  or  revisions  of  the  planning  act 
can  be  based  on  the  documented  successes  and  failures  of  the  program. 
General  AAKC  Positions 

As  a  result  of  member  experiences  with  health  planning  under  regional 
medical  programs,  comprehensive  health  planning,  and  Hill-Burton  legislation, 
the  Association  of  American  Medical  Colleges,  in  1974,  determined  that  it  was 
essential  to  have  an  effective  and  unified  system  of  health  planning  on  a 
national  scale.    In  addition  to  drafting  a  legislative  proposal  which  combined 
the  planning  and  development  aspects  of  RMP,  CHP,  and  Hi  11 -Burton,  the  AAMC 
submitted  testimony  to  this  Subcommittee  endorsing  major  components 
of  the  bills  that  became  P.L.  93-641. 

Since  passage  of  the  health  planning  act,  the  AAMC  and  its  members  have 
supported  implementation  of  the  planning  act  by  consulting  with  and  advising 
HEW,  state,  and  local  agencies  on  its  implementation;  by  reviewing  and 
commenting  on  proposed  HEW  and  planning  agency  regulations;  and  by  participating 
as  board  and  committee  members  on  many  HSAs  and  SHCCs.    Last  year,  the  AAMC 
supported  a  one  year  extension  of  the  Act  and  called  for  its  more  complete 
implementation  to  be  a  cornerstone  .of  our  nation's  hospital  cost  containment 
policies. 
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Upon  reviewing  H.R.  10460,  the  Association  concludes  that  the  nation 
was  well  served  last  year's  extension  of  the  health  planning  act  which  permitted 
a  systematic  review  of  the  Act.    Recognizing  that  this  Subcommittee  could 
have  called  for  either  a  repeal  or  radical  restructuring  of  P.L.  93-641,  the 
AAMC  is  pleased  to  find  that  H.R.  10460  proposes  working  within  and  improving 
the  planning  structures  created  in  the  past  three  to  four  years. 

In  the  past  fourteen  years,  our  nation  has  had  four  major  health  planning 
programs.    Some  of  these  have  failed  because  they  were  poorly-financed,  ill- 
staffed,    or  not  given  a  chance  to  succeed.    The  Association  strongly  supports 
this  Subcommittee's  interest  in  permitting  the  current  planning  law  to  have  an 
adequate  opportunity  to  fulfill  its  promise  by  strengthening  and  improving 
existing  planning  mechanisms. 

In  reviewing  the  specific  provisions  of  H.R.  10460,  the  Association  finds 
several  amendments  which  are  highly  desirable  and  supported  by  the  AAMC:  the 
expansion  of  Certificate  of  Need  authorities,  the  increased  authorizations  for 
Federal  funding,  the  provision  of  authority  for  carrying  over  funds  from  one 
year  to  the  next,  the  longer  certification  of  HSAs,  and  the  recognition  that 
individuals  living  and  working  in  areas  covered  by  different  HSAs  are  interested 
in  serving  and  supporting  both  agencies.    Each  of  these  amendments  would 
strengthen  the  existing  legislation.    There  are,  however,  some  AAflC  concerns 
which  are  either  not  addressed  or  are  only  partially  addressed  by  the  amendments 
of  H.R.  10460.    In  discussing  these  concerns  and  in  making  specific  recommendations, 
the  AAMC  is  attempting  to  further  strengthen  and  refine  P.L.  93-641. 
Specific  AAMC  Recommendations 

Access  to  Health  Services 

The  National  Health  Planning  and  Resources  Development  Act  seeks,  in  part, 
to  increase  patient  access  to  health  services.    This  is  a  laudable  objective. 
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It  should  be  remembered,  however,  that  access  to  health  services  is  also 
important  for  medical  education  and  biomedical  research  programs.  Patient 
care,  medical  education,  and  biomedical  research  programs  are  mutually 
interdependent  --  each  requires  and  serves  the  other  two  as  a  resource. 
Because  of  this  interdependence,  the  health  services  provided  today  also 
help  develop  health  resources  for  tomorrow. 

To  ensure  that  health  services  continue  to  meet  present  health  care 
needs  and  help  develop  future  health  resources,  the  AAMC  recommends 
that  this  Subcommittee  develop  and  approve  an  amendment  to  P.L.  93-641  which 
would  explicitly  recognize  the  importance  of  health  services  to  health 
manpower  education  and  biomedical  research.    The  AAMC  recommends  that  the 
Act  be  amended  to  encourage  proposals  for  the  location  and  sponsorship  of 
institutional  health  services  to  include  the  proposal's  impact  on  the 
clinical  needs  of  medical  education  and  medical  research  programs.  Given 
that  -a  health  service  area,  region,  or  state  needs  a  particular  health 
service,  health  planning  and  resource  development  objectives  can  be  most 
cost  effectively  served  by  encouraging  a  health  service,  when  appropriate, 
to  simultaneously  serve  as  a  medical  care,  medical  education  and  medical 
research  resource. 

To  help  ensure  that  separate  independent  services  are  not  sought 
exclusively  for  patient  care,  education,  or  research  uses,  the  Association 
of  American  Medical  Colleges  recommends  that  the  amendment  further  provide 
that,  if  a  health  service  area  includes  one  or  more  accredited  schools  of 
medicine,  applications  for  approval  of  health  care  services,  which  are  not 
to  be  readily  approved  for  all  institutional  providers,  must  include  evidence 
that  the  service,  if  approved,  will  be  available  and  accessible  to  faculty, 
students,  and  graduate  medical  trainees  of  the  school (s)  of  medicine. 


403 


Regionalizing  health  care  services  so  that  they  may  be  provided  at  high 
quality  and  reasonable  cost  is  an  appropriate  national  goal.    This  goal, 
however,  will  be  ineffectively  served  if  high  cost  services  provided  to 
relatively  small  numbers  of  patients  are  developed  in  excess  of  patient 
requirements  because  some  of  the  settings  for  these  services  do  not  make 
them  available  to  meet  medical  education  needs.    All  services  need  not 
support  medical  education  programs,  but  enough  services  should  support  or  provide 
access  to  medical  education  programs  so  that  the  educational  system  is  not 
required  to  develop  patient  services  primarily  for  physician  education. 
Developing  Future  Health  Resources 

Medical  schools,  medical  faculties,  and  teaching  hospitals  serve  today's 
patients  as  they  develop  the  manpower  and  knowledge  essential  for  tomorrow's 
health  care  system.    To  accomplish  these  dual  missions,  health  planning 
decisions  of  today  must  not  undermine  the  resources  development  programs  of 
medical  schools  and  teaching  hospitals.    Section  1513  (c)(1)(B)  of  P.L.  93-641 
states  that  "A  health  systems  agency  shall  not  review  and  approve  or  disapprove 
the  proposed  use  within  its  area  of  Federal  funds  appropriated  for  grants  or 
contracts  under  Title  IV,  VII,  or  VIII  cf  this  Act  unless  the  grants  or 
contracts  are  to  be  made,  entered  into,  or  used  to  support  the  development 
of  health  resources  intended  for  use  in  the  health  service  area  or  the  delivery 
of  health  services."    Regulations  im.pl ementing  this  portion  of  the  law  have 
not  been  promulgated.    Thus,  the  AAMC  is  unclear  of  its  ultimate  effect. 
Moreover,  the  Association  is  also  unclear  about  the  intent  and  effect  of 
Section  220  (b)  of  H.R.  10460,  an  amendment  which  broadens,  but  does  not 
clarify,  the  HSA's  authority  in  this  area. 

The  Health  Professions  Educational  Assistance  Act  of  1976,  P.L.  94-484 
establishes  programs  and  authorizes  funds  to  encourage  medical  schools  and 
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teaching  hospitals  to  expand  family  practice,  general  internal  medicine,  and 
general  pediatrics  training  programs  and  to  improve  and  develop  ambulatory 
care  services.    The  AAMC  and  its  members  are  unclear  as  to  v/hether  the  planning 
law  at  present,  or  as  proposed,  requires  HSA's  to  review  and  approve  grants 
sought  under  these  incentive  programs.    Similarly,  the  AAMC  is  unclear  as  to 
whether  this  Subcommittee  intends,  by  the  proposed  amendmert,  to  require 
review  and  approval  by  the  HSA  of  NIH  grants  for  purposes  such  as  clinical 
trials  and  diagnostic-specific  research  centers. 

The  nation's  resources  development  and  long-term  health  service  needs 
will  not  be  served  best  by  requiring  HSA's  to  regulate  the  nationwide  resource 
development  programs  of  Federal  agencies  which  have  little  or  no  impact  on 
the  delivery  of  health  services.    In  this  situation,  the  AAMC  recommends  an 
amendment  exempting  some  grants  and  contracts  from  review,  recommends  including 
in  the  Committee  Report  essential  clarifying  language  on  Congressional  intent, 
and  affers  to  discuss  this  matter  further  with  this  Subcommittee  and  its  staff. 

Massachusetts  has  recently  amended  its  certificate  of  need  legislation 
to  exempt  from  review  medical  education  and/or  research  program  (projects) 
which  are  financially  self  supporting,  do  not  result  in  an  increase  in  patient 
charges,  and  do  not  increase  the  number  of  operating  beds  or  the  load  of 
ambulatory  services  of  an  institution.    The  AAMC  believes  this  is  an 
excellent  piece  of  legislation  that  clearly  removes  from  HSA  review  medical 
education  and  research  projects  with  only  minor  health  service  impacts,  and 
the  Association  strongly  recommends  a  similar  amendment  for  the  Health 
Planning  and  Resources  Development  Act. 

It  would  be  difficult  to  draft  a  suitable  amendment  for  the  broader 
range  of  impacts  of  Federal  grants  and  contracts  for  medical  education  and 
research  which  do  include  substantial  health  service  impacts.    In  lieu  of 
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such  a  difficult  amendment  the  AAMC  recommends  that  the  Committee  Report 
accompanying  any  bill  to  amend  the  present  health  planning  lav/  include  a 
clear  statement  of  the  Congressional  intent  in  this  area.    If  this 
recommendation  is  acceptable,  the  AAMC  agrees  to  provide  its  fullest 
cooperation  and  assistance  to  Committee  members  and  staff  as  they  prepare 
such  a  statement. 

Introducing  New  Health  Services 

In  the  past  few  years,  the  CT  scanner  has  received  significant  attention 
from  health  providers,  planners,  third  party  payors,  and  legislators.  The 
CT  scanner  will  not  be  the  last  new  expensive  technology;  others  will  be 
developed.    The  health  planning  process  can  be  used  to  thwart  the  intro- 
duction of  such  innovations  or  the  process  can  be  used  to  regulate  their 
introduction. 

As  new  technologies  are  created  and  introduced,  HSAs  will  be  confronted 
with  certificate  of  need  or  service  requests  for  which  they  have  not 
established  guidelines.    A  "Catch  22"  situation  could  result  if  HSA's  will 
not  permit  at  least  the- limited  introduction  of  new  technologies,  for  unless 
the  technologies  are  introduced  there  will  be  no  experience  on  which  to  base 
planning  guidelines  and  decisions.    Innovations  must  be  introduced,  used, 
and  evaluated  to  determine  their  usefulness,  and  HSAs  must  have  sufficient 
latitude  to  permit  such  innovations  in  the  absence  of  documented  guidelines. 
Therefore,  the  AAMC  recommends  that  health  systems  and  state  health  plans 
be  required  to  include  provisions  for  the  introduction  of  new  medical  devices 
and  innovations  which  must  be  deployed  in  limited  numbers  to  evaluate  their 
clinical  usefulness  and  cost  effectiveness.    Moreover,  the  AAMC  recommends 
that  the  Secretary  of  HEW  be  required  to  perform  or  commission  studies  on 
approaches  to  the  introduction,  deployment,  and  cost-benefit  analysis  of 
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expensive  new  medical  technology. 

Regional ization  and  Tertiary  Care  Services 

The  AAMC  has  supported  and  continues  to  support  the  regional ization, 
or  concentration,  of  health  services  which  are  of  high  cost  or  relatively 
low  demand.    The  Association  is,  therefore,  pleased  with  and  strongly 
supports  the  provisions  of  H.R.  10460  which  would  expand  certificate  of 
need  requirements  to  include  all  providers  regardless  of  setting.  The 
present  effectiveness  of  health  planning  agencies  is  severely  handicapped 
by  the  exclusion  of  non-institutional  services  from  the  mandated  certificate 
of  need  process.    For  example,  in  some  areas  where  hospitals  and  health 
planners  have  worked  cooperatively  to  rationally  introduce  CT  scanners, 
the  cost  savings  to  the  community  have  been  eliminated  by  physicians 
acquiring  scanners  in  office-based  settings  not  subject  to  review.  This 
Subcommittee  is  encouraged  to  eliminate  this  double  standard  and  health 
planning  loophole. 

Also,       the  AAMC  has  learned  of  instances  where  an  HSA  has  established 
"conditions  of  approval"  in  reviewing  requests  for  new  services  and  equipment. 
That  is,  the  hospital  has  been  told  by  the  HSA  that  the  hospital  request  to 
initiate  service  A  would  only  be  approved  if  the  hospital  also  agreed  to 
implement  service  B,  another  service  sought  by  the  HSA.    The  Association 
views  such  "conditions  of  approval"  as  excessive  uses  of  authority  and  urges 
this  Subcommittee  to  address  this  issue  by  adopting  an  amendment  which  provides 
that,  except  in  the  evaluation  of  clinically  interdependent  health  services 
(e.g.,  cardiac,  catheterization  and  open  heart  surgery),  HSAs  are  prohibited 
from  conditioning  the  approval  of  a  certificate  of  need  application  upon 
the  provider's  agreement  to  develop  one  or  more  additional  health  services 
or  programs. 
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Beyond  the  principle  involved  in  eliminating  "conditions  of  approval," 
there  are  practical  considerations  which  support  the  same  recommendation. 
Hospitals  have  limited  amounts  of  long-term  and  working  capital.    The  capital 
available  may  support  adequately  the  development  of  service  A  but  not 
services  A  and  B.    In  this  circumstance,  and  given  that  HSAs  have  little 
long-term  capital  to  use  in  assisting  the  hospital,  an  approval  that  requires 
undertaking  B  to  do  A  may  mean  that  the  hospital  can  do  neither  A  nor  B. 
This  is  a  most  undesirable  outcome,  and  its  cause  should  be  eliminated.  ' 

Planning  Guidelines 

In  the  past  few  months,  health  planning  has  received  new  visibility  as 
a  consequence  of  the  debate  over  HEW's  proposed  health  planning  guidelines. 
In  the  AAMC's  view,  the  debate  contains  two  major  issues:    one  focuses  on  the 
development  and  specification  of  the  quantitative  components  of  the  guidelines; 
the  other  focuses  on  the  authority  HEW  has,  under  the  law,  to  enforce  or  require 
compliance  with  the  guidelines.    This  latter  issue  is  of  the  utmost  seriousness. 
It  requires  a  Congressional  solution. 

In  his  January  18th. press  conference.  Secretary  Califano,  in  his  prepared 
statement,  said:    "These  national  standards  are  to  be  used  by  local  and  state 
agencies  in  preparing  their  plans.    The  plans,  generally,  should  be  made 
consistent  with  the  guidelines  within  one  year."    It  would  appear  that  HEW 
sees  little  difference  between  guidelines    and  mandated  standards.    This  is 
contrary  to  the  AAMC's  understanding  of  the  role  of  planning  guidelines,  and 
the  Association  strongly  recommends  that  any  legislation  renewing  or  extending 
P.L.  93-641  clearly  and  forcefully  state  that  HEW  is  to  promulgate  advisory 
guidelines  not  mandatory  standards.    Such  a  statement  of  Congressional  intent 
would  be  significantly  strengthened  by  removing  from  Section  1513  (b)(2)(C) 
the  present  language  which  states  that  health  service  plans  are  to  be  "consistent" 
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with  national  guidelines.    The  Secretary  is  relying  on  this  phrase  to  justify 
mandated  national  standards. 

The  original  intent  of  P.L.  93-641,  as  understood  by  the  AAMC  was  to 
develop  a  national  health  planning  program  from  the  bottom  up,  i.e.,  from 
local  to  state  to  national  areas.    This  intent  is  being  undermined  by  HEW's 
insistence  on  imposing  rigid  national  standards  requiring  local  compliance. 
Amendments  and  Congressional  reports  should  clearly  and  forcefully  re-establish 
that  the  national  planning  program  is  to  be  based  on  local  initiative  and 
responsibility. 

The  AAMC  is  also  concerned  about  the  juxtaposition  of  the  health 
planning  guidelines  and  the  Administration's  proposal  for  controlling  hospital 
revenues  and  capital.    Under  the  utilization  standards  set  forth  in  the  proposed 
guidelines,  many  low  volume  hospital  services,  such  as  obstetrics,  cardiac 
catheterization  and  open  heart  surgery,  would  have  to  close  and  the  imple- 
mentation of  revenue  limitations  as  proposed  by  the  Administration  would 
provide  an  economic  incentive  for  other  such  closures.    The  changing  referral 
patterns  for  such  services  would  bring  the  patients  who  formerly  received 
care  from  these  hospital  programs  to  tertiary  care  centers  —  academic  medical 
centers  and  teaching  hospitals  --  for  the  services.    Given  any  imposition  of 
revenue  caps  and  the  fact  that  services  addressed  by  the  guidelines  are  mostly 
of  a  high-cost  nature,  the  tertiary  care  referral  centers  may  be  placed  in  a 
position  where  their  revenue  capacity  will  be  inadequate  to  accept  these 
additional  patients.    The  net  impact  of  this  desirable  regional ization  of 
high  technology  services  could  mean  drastic  reductions  in  their  availability 
as  hospitals  with  inadequately  utilized  services  drop  them  and  as  inadequately 
reimbursed  medical  centers  find  they  are  unable  to  support  added  tertiary  care 
services.    This  incomplete  regional ization  would  leave  many  patients  who  need 
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tertiary  care  services  in  the  extremely  difficult,  if  not  desperate,  situation 
of  trying  to  obtain  services  in  short  supply. 

Service  availability  and  hospital  cost  containment  are  both  desirable 
objectives.    In  some  situations,  however,  they  are  mutually  exclusive 
objectives.    Because  H.R.  10460  would  add  cost  containment  to  the  objectives 
of  health  planning,  this  Subcommittee  is  urged  to  include  in  the  Committee 
Report  accompanying  any  bill  to  extend  or  modify  present  health  planning 
programs  a  careful  and  clear  statement  of  Congressional  priorities  when 
cost  containment  threatens  to  reduce  the  availability  of  or  access  to 
necessary  health  services. 

Membership  on  Governing  Boards 

In  a  planning  process  requiring  initiative  and  responsibility  at  local 
and  state  levels,  it  is  important  that  governing  boards  broadly  represent  the 
community,  including  its  health-related  interests.    Representation  is  especially 
important  for  medical  education  institutions.    First,  as  discussed  in  an 
earlier  section  of  this  testimony,  medical  education  programs  rely  on  and 
contribute  to  health  service  programs.    Including  a  representative  from  a 
medical  school  would  help  ensure  that  these  interdependencies  were  recognized 
and  considered  in  planning  decisions.    Secondly,  as  evidenced  by  health 
manpower  legislation,  medical  education  is  increasingly  viewed  as  a  national 
resource.    Capitation  payments,  capitation  requirements,  and  Federal  grant 
incentive  programs  all  demonstrate  the  national  character  of  medical  education. 
Given  the  "bottoms  up"  character  of  health  planning  and  the  increasingly 
"top  down"  character  of  medical  manpower  development,  it  is  important  that 
planning  agencies  include  on  their  governing  boards  individuals  who  can  bring 
to  the  board's  attention  national  initiatives  requiring  local  consideration. 
Thirdly,  the  medical  school  is  in  a  unique  position  to  represent  health 
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manpower  education  generally,  for  it  is  the  medical  school  faculty  that 
admits  the  patients  who  are  involved  in  the  training  and  education  of  all 
health  science  students.    Under  the  present  health  planning  law,  HSA  governing 
bodies  must  include  providers  who  represent  "health  professional  schools." 
For  the  reasons  stated  above,  if  a  health  service  area  includes  one  or  more 
accredited  medical  schools,  the  AAMC  strongly  recommends  that  the  governing 
board  and  executive  committee  of  the  HSA  be  required  to  include  the  Dean  of 
at  least  one  medical  school  as  a  voting  member.    Similarly  at  the  state  level, 
in  states  with  one  or  more  accredited  medical  schools,  the  AAMC  recommends 
that  the  SHCC  be  required  to  include  the  Dean  of  at  least  one  medical  school 
as  a  voting  member. 

Present  requirements  for  the  composition  of  HSA  governing  boards  also 
mandate  membership  for  providers  who  represent  health  care  institutions; 
however,  these  governing  boards  do  not  have  to  include  direct  representatives 
from  hospitals.    This  is  a  serious  omission.    The  Health  Planning  and 
Resources  Development  Act  relies  heavily  upon  hospitals  to  achieve  its  goals. 
Hospitals  are  major  sources  of  ambulatory  care,  emergency  services,  and 
definitive  inpatient  care.    Tertiary  care/teaching  hospitals,  moreover,  are 
different  from  the  nation's  other  hospitals  because  they  also  provide: 
regionalized,  tertiary  care  services  to  significant  numbers  of  referred 
patients;  medical  education  programs  from  undergraduate  clinical  clerkships 
to  post-graduate  fellowships;  and  the  environment  for  developing  and  evalu- 
ating new  medical  treatments  and  techniques.    Because  of  the  organizational 
complexity  of  the  multi-product  tertiary  care/teaching  hospital,  it  is  crucial 
that  the  internal  dynamics  and  external  interrelationship  of  these  hospitals 
be  specifically  included  in  HSA  deliberations  and  planning.    Therefore,  the 
AAMC  recommends  that  HSA  governing  board  and  SHCC  requirements  be  changed  to 
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require  that  at  least  one  member  of  each  body  be  the  chief  executive  officer 
of  a  short-term,  general,  tertiary  care/referral  hospital. 
Mandated  Capital  Expenditures 

Each  year  hospitals  make  sizable  capital  expenditures  in  order  to  comply 
with  mandatory  changes  required  by  various  codes,  standards,  and  regulations. 
Some  of  these  construction  and  modernization  programs  require  certificate  of 
need  approval,  others  do  not.    In  any  case,  the  magnitude  of  these  expenditures 
and  their  impacts  on  hospital  costs  is  not  well  documented.    If  the  health 
planning  program  is  to  have  a  cost  containment  objective,  as  proposed  in 
H.R.  10460,  adequate  information  is  needed  on  hospital  expenditures  for 
mandated  capital  improvements  to  ensure  that  capital  planning  adequately 
includes  changes  in  present  facilities.    Therefore,  the  AAI-IC  recommends 
amending  H.R.  10460  to  require  the  Secretary  of  HEW  to  undertake  or  sponsor 
expenditure  and  cost-benefit  studies  of  mandated  hospital  projects  resulting 
from  externally  imposed  life  safety,  and  building  codes. 
A  Concluding  Concern 

In  the  four  years  since  the  National  Health  Planning  and  Resources 
Development  Act  was  enacted,  many  of  the  organizations  required  by  the  Act 
have  been  developed  and  become  operational.    The  structure  is  in  place.  If 
that  structure  is  to  be  retained,  strengthened,  and  increasingly  supported 
with  adequate  funding  and  technical  assistance,  the  next  few  years  should 
see  the  planning  of  planning  replaced  by  health  planning  itself.    At  its 
next  renewal,  the  health  planning  program  should  be  evaluated  on  its 
performance  as  well  as  its  promise.    For  such  a  performance  review  to  be 
objective  and  meaningful,  criteria  for  assessing  the  program's  accomplishments 
and  shortcomings  need  to  be  established  now.    Otherwise,  the  same  anecdotes 
and  statistics  may  be  used  by  program  proponents  and  opponents  as  justification 


412 


for  terminating  or  continuing  the  program. 

The  Association  of  American  Medical  Colleges  recommends  that  any 
legislation  extending  or  revising  health  planning  be  accompanied  by  a 
Committee  Report  detailing  criteria  which  will  be  used  to  evaluate  the 
program  for  its  continuation.    The  AAMC  would  be  pleased-to  work  with 
members  of  this  Subcommittee  and  its  staff  to  develop  and  evaluate  such 
criteria  for  program  performance. 
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Mr.  Rogers.  Thank  you  very  much,  Mr.  Everhart. 

I  still  think  that  people  do  not  understand  that  the  Secretary  of 
HEW,  even  though  he  calls  them  standards  and  says  that  people 
should  adhere  to  them,  the  authority  remains  with  HSA.  The  Secre- 
tary does  not  approve  or  disapprove  any  plan  the  HSA  makes.  They 
make  their  own  plan.  The  guidelines  are  simply  guidelines. 

Now,  the  exceptions  are  in  those  broad  areas  so  that  the  HSA's  can 
adjust  them  as  necessary.  So  the  basic  judgment  is  the  HSA's. 

I  think  that  this  is  clear  when  you  look  at  the  process.  The  Secre- 
tary sets,  as  a  national  goal,  these  guidelines.  We  hope  that  people 
will  work  toward  them,  and  it  is  the  intent  that  they  would.  But  the 
HSA  makes  its  own  plan  and  uses  guidelines  simply  as  guidelines. 

Mr.  Everhart.  You  clarified  that  very  well  for  

Mr.  EoGERs.  I  think  that  is  true,  and  if  there  is  any  problem,  we 
will  make  it  clear. 

Dr.  Cooper.  I  think  you  would  give  a  lot  of  help  to  those  who  are 
anxious  about  this  by  merely  putting  the  statement  in  that  this  is, 
indeed — it  would  be  much  more  helpful  if  these  were  c-alled  national 
goals,  as  you  and  the  committee  apparently  believe  they  should  be — 
rather  than  either  standards  or  guidelines,  and  that  would  sort  of 
remove  the  semantic  problems  of  differences  of  statements  which  dif- 
ferent people  are  interpreting  in  different  ways. 

Mr.  Rogers.  I  think  it  is  true.  I  do  not  know  if  that  would  lessen  the 
intent  that  we  do  want  people  to  try,  where  possible,  to  make  progress 
in  the  direction  of  the  goals,  and  that  is  my  concern  about  changing 
too  much.  That  then  they  say,  well,  the  guidelines  do  not  mean 
anything. 

Well,  they  are  goals,  and  hopefully  HSA's  will  begin  to  reach  them. 
But  if  there  is  a  reason  not  to  have  those  applied  in  the  area,  that  is 
the  judgment  for  the  HSA. 

I  must  say  that  the  AAMC  has  been  most  helpful  to  the  committee 
during  the  entire  process  of  this  legislation,  has  been  supportive,  and 
your  recommendations  will  be  given  due  weight.  It  would  be  helpful 
to  have  specific  language,  I  think,  to  carry  out  your  suggestions  [see 
p.  418]. 

Dr.  Carter? 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Certainly,  I  want  to  compliment  you  on  your  presentation.  Really, 
I  feel  that  you  deserve  the  representation  that  you  want  on  HSA 
boards.  However,  it  is  my  feeling,  and  I  believe  that  you  would  agree 
with  it,  that  technology  is  changing  every  day  and  we  get  more  exotic 
equipment  all  the  time,  and  the  trial  ground,  the  proving  grounds,  are 
in  the  medical  schools,  and  I  do  not  know  whether  our  HSA's,  in  some 
cases,  should  have  the  right  to  tell  you  what  to  use  or  what  not  to  use. 

I  ];)ersonally  would  like  to  exempt  medical  schools  from  some  of 
these  provisions  so  that  you  could  be  innovative.  I  do  not  think  we 
want  to  put  a  cap  on  your  efforts,  accomplishments  and  inventions  for 
the  good  of  mankind. 

Mr.  Everhart.  Well,  I  think  there  would  be  general  agreement  with 
that.  I  was  assuming  in  our  statement — we  were  referring  to  teaching 
hospitals  as  contrasted  to  the  separate  body  known  as  the  medical 
school. 
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Mr.  Carter.  Of  course,  in  your  teaching  hospitals^  

Mr.  Rogers.  Would  the  gentleman  yield  ? 
Mr.  Carter.  Yes,  sir. 

Mr.  Rogers.  Are  not  many  hospitals,  teaching  hospitals? 
Mr.  Carter.  Sure  they  are. 

Mr.  Everhart.  I  would  hope  that  most  hospitals  would  be  teaching 
hospitals,  Mr.  Chairman. 

Mr.  Rogers.  You  would  not  want  us  to  exempt  them  all,  I  take  it  ? 

Mr.  Everhart.  No  ;  I  do  not  think  we  are  requesting  exemption  as 
teaching  hospitals.  That  is  not  the  point  of  our  testimony. 

Mr.  Rogers.  All  right. 

Mr.  Carter.  I  am  sure  that  the  gentleman  would  not-  

Mr.  Everhart.  That  would  be  nice,  if  you  would  like  to  talk  about 
it.  I  assume  that  there  is  not  much  practical  value  in  this. 

Mr.  Carter.  But  doctor,  you  would  want  enough  leeway  to  use 
different  types  of  new  equipment,  and  you  would  want  to  have  suffi- 
cient availability  of  CAT  scanners,  and  so  on  ? 

Mr.  Everhart.  Dr.  Carter,  I  think  that  is  the  essence  of  the  concern 
of  the  406  hospitals  that  I  am  representing.  I  think  there  has  to  be 
leeway  and  some  flexibility  in  terms  of  particularly  the  development 
of  new  technologies  and  new  procedures,  hopefully  

Mr.  Carter.  And  teaching. 

Mr.  Everhart.  And  teaching.  That  is  part  of  the  reason,  I  guess, 
that  there  is  a  concern  that  we  have  some  access  to  the  HSA  phe- 
nomena so  that  this  important  segment  of  service  that  teaching  hos- 
pitals do,  in  fact,  provide,  which  is  education,  can  also  be  interpreted 
as  an  important  part  of  the  product  that  a  teaching  hospital  produces. 

Mr.  Carter.  Yes,  sir.  We  would  all  like  to  put  a  cap  on  the  rate  of 
increase  of  hospital  costs,  but  none  of  us  wants  to  put  a  cap  on  innova- 
tion or  invention  of  new  technology  to  help  mankind.  And  I  do  not 
want  medical  schools  to  ever  be  so  constrained. 

If  you  see  such  constraints,  then  I  am  sure  that  the  chairman  would 
like  to  know,  and  so  would  I. 

Mr.  Everhart.  Thank  you. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  I  think  it  might  be  helpful  if  you  could  get  for  us  the 
information  on  how  many  representatives  of  a  teaching  hospital  or 
the  medical  schools  are  on  HSA's.  Would  that  be  possible? 

Mr.  Everhart.  I  am  not  sure.  Do  we  have  that  information  ?  If  not, 
we  could  certainly  find  it  for  you.  I  think  it  is  important,  too,  where 
they  have  very  large  boards  and  where  most  of  the  work  is  done  by 
executive  committee,  that  that  is  also  an  important  area. 

I  think  that  having  these  people  on  HSA's  where  they  exist  would 
.help  the  HSA  understand  how  a  local  agency,  interested  mostly  in  the 
health  care  and  the  services  delivered  to  the  population  which  they 
serve,  fits  into  the  national  requirements  for  research  and  the  develop- 
ment of  manpower. 

This  has  been  one  of  the  troubles  that  has  been  found  in  Canada, 
where  there  are  provincial  and  national  interrelationships  on  plan- 
ning and  so  on.  It  is  very  difficult  for  an  HSA,  looking  at  its  own 
needs,  to  really  give  due  consideration  often  as  to  how  that  particular 
institution  fits  into  the  national  scene.  And  we  think  at  least  by  having 
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a  representative  on  there,  he  or  she  can  help  interpret  to  them  what 
the  importance  of  these  various  activities  that  are  going  on  that  may 
not  be  as  related  to  the  local  situation  as  some  other  activities  that 
HSA's  are  considering,  but  on  the  national  scene,  are  extremely  im- 
portant to  the  health  of  the  Nation. 

That  is  why  we  think  it  is  important  to  have  this  line  of  input. 

Mr.  Carter.  By  the  way,  is  the  County  Hospital  of  Contagious 
Diseases  still  down  on  South  California,  or  have  you  moved  it  long 
since  ? 

Mr.  EvERHART.  In  Chicago  ? 
Mr.  Carter.  Yes,  sir. 

Mr.  E^t:rhart.  I  believe  sir,  that  has  been  closed  now. 

Mr.  Carter.  Archibald  Hallen  used  to  be  the  Dean  there  years  ago. 
He  was  their  chief  physician,  anyway. 

Have  you  considered  any  changes  in  the  medical  school  curriculum 
which  might  assist  physicians  in  taking  part  in  the  health  planning 
system. 

Mr.  E\T.RiiART.  r  am  sorry,  sir  ? 

Mr.  Carter.  Have  you  considered  any  changes  in  the  medical  school 
curriculum  which  might  assist  physicians  in  taking  part  in  the  health 
planning  system? 

Mr.  Everhart.  I  do  not  know  that  there  are  any  national  figures  on 
that.  I  am  aware  of  what  has  happened  at  Northwestern  and  its  cur- 
riculum, and  there  has  been  added,  in  the  last  year  or  two,  an  oppor- 
tunity for  me  as  the  chief  executive  officer  of  the  hospital  to  spend 
some  time,  several  sessions,  with  freshmen  medical  students  orienting 
them  to  the  facts  of  life  and  that  they  are,  in  fact,  coming  into  a  sys- 
tem where  costs  and  cost  constraints  are  an  important  consideration. 

Mr.  Carter.  Yes,  sir. 

Mr.  Everhart.  We  certainly  emphasize  this  at  the  level  of  graduate 
medical  education.  The  interns  and  residents  of  our  institutions  I 
think  are  becoming  much  more  conscious  of  the  cost  of  the  care  that 
they  are  prescribing  and  I  would  hope  that  our  medical  centers  across 
the  country  are,  in  fact,  responding  positively  to  this  thing.  I  think 
they  are. 

Mr.  Carter.  Thank  you,  sir. 

Thank  you,  Dr.  Cooper. 

Mr.  Rogers.  Would  you  let  us  know  how  many  graduate  schools 
have  a  course  on  cost  containment? 

Mr.  Everhart.  I  suspect  that  there  are  no  schools  that  have  a  full 
curriculum.  On  the  other  hand,  I  suspect  that  most  of  them  have 
some  session  on  this  as  part  of  another  

Mr.  Rogers.  Because  we  do  want  to  try  to  encourage  that. 

Dr.  Cooper.  You  know,  we  have  tried — we  think  it  is  very  im- 
portant on  the  cost  containment  part  to  have  the  students  involved 
very  early  in  their  own  patients  and  looking  at  PSRO  activities,  cost 
containment  and  quality  of  care  as  well  [see  p.  422]. 

We  have  been  trying  for  over  4  years — I  think  I  have  told  you  this 
on  previous  occasions — to  get  some  support  out  of  HEW,  to  get  such 
programs  instituted  in  the  medical  schools,  but  we  have  been  un- 
successful. 

Now,  we  have  published,  in  the  Journal  of  Medical  Education, 
where  we  had  a  planning  meeting  to  get  this  thing  organized,  papers 
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of  schools  that  are  doing  this.  But  we  agree  with  you.  If  you  cannot 
get  the  students,  at  that  point  in  their  life,  to  understand  and  appre- 
ciate cost  containment  and  the  whole  planning  business,  it  is  going  to 
be  much  more  difficult  for  them  to  be  adequately  and  properly  in- 
volved later. 

Now  let  me  say  that  we  haye  had  great  difficulty  in  getting  support 
to  promote  that. 

Mr.  Carter.  I  just  think  that  probably  that  in  terms  of  the  counsel- 
ling of  which  you  spoke,  a  specific  amount  of  that  with  case  examina- 
tion would  be  enough,  rather  than  for  us  to  mandate  a  course  in  it. 

Mr.  EyERHART.  Well,  as  you  know,  Dr.  Carter,  the  sensitivities  of 
a  curriculum  and  a  medical  school  are  immense,  and  who  is  going  to 
get,  and  how  many  hours  and  this  kind  of  thing.  It  would  be  very 
interesting  to  try  to  work  this  in,  however. 

Mr.  Kogers.  As  I  recall,  we  provide  incentives  for  the  colleges — 
authorized  $1  million — to  start  such  courses.  In  the  cost  containment 
legislation  which  this  Committee  has  approved  but  has  not  yet  passed 
we  have  $1  million  to  encourage  that. 

But  I  would  hope  that  the  schools  would  feel  that  this  is  a  subject 
of  sufficient  importance  that  they  would  move  on  their  own  without 
waiting  for  a  specific  monetary  encouragement. 

Dr.  Cooper.  Keally,  what  we  need  is  not  the  money  to  support  the 
program  so  much  in  the  schools — that  is  one  of  the  problems — ^but  in 
setting  up,  as  we  have  done  with  the  National  Heart  and  Lung  Insti- 
tute, objectives  to  be  achieved  in  a  medical  school  vis-a-vis  hyper- 
tension. 

We  need  to  set  up  objectives  to  be  achieved  in  this  particular  area, 
and  to  get  those  kinds  of  things  together  and  to  get  people's  time  and 
effort  devoted  to  this  when  they  are  overly  busy  with  everything  else, 
I  think  needs  a  little  of  this  kind  of  support.  It  is  something  that  I 
think  will  push  this  along  much  more  rapidly  than  if  it  is  just  al- 
lowed to  do  it  itself. 

We  have  talked  about  this.  We  have  had  sessions  on  this  in  our 
meetings.  As  a  matter  of  fact,  our  whole  next  annual  meeting  will  be 
on  national  health  planning  and  the  policies,  and  so  on. 

But  it  does  need  some  starting,  some  seeding  of  this  function  to  get 
it  to  spread  rapidly. 

Mr.  EoGERs.  Well,  we  will  try,  and  I  would  hope  that  you  would 
let  us  know  and  make  an  inquiry  of  your  universities  how  many  have, 
or  are  planning,  cost-containment  courses.  I  think  that  would  be  help- 
ful for  us  if  you  could  do  that  for  us. 

Thank  you  so  much. 

Your  testimony  has  been  helpful  to  the  committee.  Thank  you  for 
being  with  us  today. 
Mr.  EvERHART.  Thank  you. 
Dr.  Cooper.  Thank  you. 
[Testimony  resumes  on  p.  424.] 

[The  following  material  was  received  for  the  record :] 
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association  off  american 
meciical  colleges 


JOHN  A.  D.  COOPER.  M.D..  PH.D. 
PRESIDENT 


February  6,  1978 


20: 


466-SI7S 


Honorable  Paul  G.  Rogers 
Chairman,  Subcomni ttee  on  Health 

and  the  Environment 
Comnittee  on  Interstate  and  Foreign 

Coranerce 
House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Rogers: 

As  you  requested  at  the  January  31st  hearing  before  the  Subcoitriittee  on 
Health  and  the  Environment,  the  attached  document  specifies  proposed 
language- for  the  .amendments  which  the  AAMC  recommends  be  made  in  the 
National  Health  Planning  and  Resources  Development  Act.  Suggested 
Comnittee  Report  language  discussing  Congressional  intent  for  HSA 
review  of  medical  education  and  research  contracts  and  grants  with 
impacts  on  institutional  health  services  will  be  furnished  to  you  as 
soon  as  it  is  complete. 

In  questioning  following  the  Association's  testimony,  you  expressed 
interest  in  knowing  the  number  of  medical  school  deans  and  teaching' 
hospital  executives  on  HSA  governing  boards  and  SHCCs.    You  also  were 
interested  in  medical  school  curriculum  developments  in  the  teaching 
of  health  economics  and  health  planning.    Appropriate  data  for  these 
concerns  will  be  collected  shortly  and  furnished  to  you  at  the  earliest 
possible  date. 

As  your  review  of  health  planning  legislation  continues,  the  Association 
would  be  pleased  to  provide  any  additional  assistance  it  could  to  you, 
the  Subcommittee,  or  its  staff. 


Sincerely, 


Jbhn  A.  D.  Cooper,  M.D. 


Suite  200/0ne  Dupont  Circle,  N.W./ Washington.  D.C.  20036/(202)  4-66-51 OO 
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Legislative  Language 
Recommended  for 
H.R.  10460 

Access  to  Health  Services 

Objective:    to  encourage  proposals  for  the  location  and  sponsorship  of 
institutional  health  services  to  include  the  proposal's 
impact  on  the  clinical  needs  of  medical  education  and 
medical  research  programs, 
recommended  language: 

Section  1532  (c)(6)  is  amended  by  inserting  ";  the  impact 
of  such  services  on  the  clinical  needs  of  health  resource 
development  programs  (including  health  manpov/er  education 
and  medical  research);"  after  the  phrase  "provision  of 
such  services." 

Objective:    to  provide  medical  schools  with  access  to  approved  clinical 
services  and  facilities, 
recommended  language: 

Section  1532  (c)  is  amended  (1)  by  redesignating  subparagraph 

(8)  as  subparagraph  (9),  (2)  by  redesignating  subparagraph 

(9)  as  subparagraph  (10),  and  (3)  by  inserting  the  following 
new  subparagaph: 

"(8)  In  the  case  of  new  health  services  or  health  services 
available  in  a  limited  number  of  institutions,  evidence  that 
the  service,  if  approved,  will  be  available  to  faculty, 
students,  and  graduate  medical  trainees  of  accredited 
schools  of  medicine  located  in  the  health  services  area 
or  state." 
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Developing  Future  Health  Resources 

Objective:    to  exclude  from  HSA  reviev/  and  approval  health  manpower  education 
and  biomedical  research  contracts  and  grants  with  no  sigificant 
impact  on  the  delivery  of  health  services, 
recommended  language: 

Section  1513  {e)(l)  is  amended  (1)  by  inserting  "or  (C)"after 
the  phrase  "subparagraph  (B)"  in  subparagraph  (A),  (2)  by 
redesignating  subparagraph  (B)  as  subparagraph  (C),  and  by 
inserting  the  following  new  subparagraph: 
"(B)  A  health  systems  agency  shall  not  review  and  approve 
or  disapprove  the  proposed  use  of  any  contracts  or  grants 
for  medical  education  and/or  medical  research  programs 
which  (i)  are  financially  self  supporting,  (ii)  do  not 
result  in  an  increase  in  patient  charges,  and  (iii)  do 
not  increase  the  number  of  operating  beds  or  the  load  of 
ambulatory  services  of  an  institution." 
Introducing  New  Health  Services 

Objective:    to  permit  the  limited  introduction  of  new  technologies  not 
addressed  in  the  HSP,  AIP,  or  state  plans, 
recommended  language: 

Section  1532  (c)  is  amended  by  inserting  the  following  new 
subparagraph: 

"(11)  In  the  case  of  new  diagnostic  and  treatment  technologies 
for  which  planning  guidelines  have  not  been  developed  because 
of  inadequate  evaluation  of  their  effectiveness  or  appropriate 
utilization,  Health  Service  Agencies  with  the  concurrence  of 
their  State  Health  Coordinated  Council    may  approve  requests 
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for  a  limited  number  of  such  new  technologies  prior  to 
the  development  of  planning  guidelines." 
Regional ization  and  Tertiary  Care  Services 

Objective:    prohibiting  HSAs  from  conditioning  the  approval  of  a 
certificate  of  need  upon  the  provider's  agreement  to 
develop  one  or  more  additional  health  services, 
recommended  language: 

Section  1532  is  amended  by  adding  a  new  subsection  as 
follows: 

"(d)  Criteria  required  by  subsection  (a)  for  health 
systems  agency  and  state  agency  review  shall  not  include 
considerations  of  the  applicant's  interest,  willingness, 
or  promise  to  develop  one  or  more  services  not  included 
in  the  proposal  under  review." 
Planning  Guidelines 

Objective:    to  ensure  health  planning  guidelines  are  promulgated  as  advisory 
guidelines  not  mandatory  standards, 
recommended  language: 

Section  1513  (b)(2)(C)  is  amended  by  deleting  "and  is 
consistent  with"  following  "account 
Governing  Board  Membership 

Objective:    to  require  the  inclusion  of  at  least  one  Dean,  in  areas  with  one 
or  more  medical  schools,  and  one  chief  executive  officer  of  a 
tertiary  care/referral  hospital, 
recommended  language: 

Section  1512  (b)(3){c)(iii)  is  amended  by  adding  the 
following  subclauses: 
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"(VI)  if  the  health  systems  agency  serves  an  area 
which  includes  one  or  more  accredited  schools  of 
medicine,  include,  as  a  voting  member,  the  Dean  of 
at  least  one  of  the  area's  medical  schools. 
(VII)  include  as  a  voting  member  the  chief  executive 
officer  of  at  least  one  tertiary  care/referral 
hospital  located  in  the  area." 
Section  1524  (b)(1)  is  amended  by  inserting: 
"(E)  if  the  state  includes  one  or  more  accredited 
schools  of  medicine,  the  SHCC  shell  include  as  an 
appointed,  voting  member  the  Dean  of  at  least  one 
accredited  medical  school. 

(F)  the  SHCC  shall  include  as  a  voting  member 
the  chief  executive  officer  of  at  least  one 
tertiary  care/referral  hospital." 
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^OP^p^  association  of 
■         medicai  coiiec 


JOHN  A.  D.  COOPER.  M.D..  PH.D. 
PRESIDENT 


February  28,  1978 


202:  466-BI7B 


The  Honorable  Paul  G.  Rogers 
Chairman 

Subcommittee  on  Health  and  the  Environment 
Committee  on  Interstate  &  Foreign  Conmerce 
U.S.  House  of  Representatives 
Washington,  D.C. 


Dear  Mr.  Rogers: 

Following  the  AAMC  testimony  on  H.^R^-lfl46D,  the  bill  to  revise 
and  renew  the  National  Health  Planning  and  Resources  Development  Act 
(P.L.  93-641),  you  requested  information  on  the  number  of  schools 
offering  courses  in  health  economics.    I  am  happy  to  provide  you  with 
the  available  information. 

In  the  Association's  annual  curriculum  survey  respondents  are 
asked  to  indicate  by  "yes"  or  "no"  whether  or  not  they  have  courses  in 
Health  Care  Delivery  and  PSRO/Peer  Review.    The  data  from  the  last 
several  years  is  noted  below: 

Year  Health  Care  Delivery  PSRO/Peer  Review 


While  this  information  does  not  answer  your  question  precisely,  it 
is  safe  to  assume,  I  think,  that  health  economics  instruction  will  be 
incorporated  into  these  two  areas. 

It  may  be  of  further  interest  to  you  that  for  the  past  two  years 
the  AAMC  has  tried,  without  success,  to  obtain  DHEW  support  for  a 
program  to  facilitate  the  introduction  of  quality  assurance  methodologies 
within  the  curriculun  of  undergraduate  medical  education.   Over  a  year 
ago  we  were  encouraged  by  the  receipt  of  private  funding  from  the 
National  Fund  for  Medical  Education  which  has  allowed  us  to  conduct  two 
pilot  workshops  on  this  subject,  the  second  of  which  is  scheduled  for 
early  April,  1978. 
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This  effort  has  evoked  considerable  Interest  nationally.  Those 
Institutions  which  have  used  the  workshop  process  to  facilitate  the 
Interchange  of  ideas  and  to  strengthen  their  program  development  are 
also  interested  in  expanding  these  education  concepts  into  the  area 
of  health  care  cost  containment.    Such  an  extension  from  quality 
assurance  to  cost  containment/management  strategies  is  of  course  both 
logical  and  timely.   The  AAMC  would  be  most  anxious  to  assist  in 
the  coordination  and  extension  of  such  an  effort  if  we  could  identify 
a  source  of  financial  assistance  within  the  DHEW.    Your  thoughts  on 
this  matter  would  be  appreciated. 

I  hope  that  the  information  we  are  providing  will  be  useful  to 
you.  If  you  have  any  further  questions  please  feel  free  to  contact 
me  directly. 


Sincerely, 

Oohn  A.D.  Cooper,  M.D. 


26-219  O  -  78  -  pt.  1  -  28 
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Mr.  EoGERS.  The  next  panel  will  be  composed  of  Roger  L.  Smith, 
councilman,  ward  III  and  chairman  of  Mid- America  Regional  Coun- 
cil ;  and  also  Mr.  Arthur  Webb,  who  is  the  executive  director  of  the 
New  York  State  Health  Planning  Commission. 

Mr.  Webb  and  Councilman  Smith.  Are  they  present? 

Thank  you.  If  you  would  take  a  place  at  the  table,  we  welcome  you 
gentlemen  to  the  committee.  We  appreciate  your  patience  in  being 
here  with  us  so  long.  Your  statements  will  he  made  a  part  of  the 
record  in  full,  if  you  could  highlight  for  us  the  points  that  you  think 
are  most  important. 

STATEMENTS  OF  ARTHUR  Y.  WEBB,  ON  BEHALE  OF  THE  ASSOCIA- 
TION OF  STATE  AND  TERRITORIAL  HEALTH  OFFICIALS;  AND 
ROGER  L.  SMITH,  ON  BEHALF  OF  THE  NATIONAL  ASSOCIATION 
OF  REGIONAL  COUNCILS,  ACCOMPANIED  BY  PETER  LEVY,  EXECU- 
TIVE DIRECTOR,  MID-AMERICA  REGIONAL  COUNCIL 

Mr.  Webb.  Thank  you,  Mr.  Chairman  and  members  of  the  commit- 
tee. I  am  Arthur  Webb,  executive  director  of  the  New  York  State 
Health  Planning  Commission.  Today  I  am  representing  the  Associa- 
tion of  State  and  Territorial  Health  Officials. 

I  will  make  my  remarks  brief,  since  you  have  my  prepared  testi- 
mony [seep.  427]. 

I  think  it  is  appropriate,  Mr.  Chairman  and  members,  to  point  out 
first  on  that  I  think  these  amendments  go  a  long  way  in  trying  to 
rectify  and  clarify  much  of  the  confusion  with  which  we  at  the  State 
level  have  had  to  deal  over  the  last  2  years. 

I  think  it  is  also  appropriate  to  lay  out  about  four  principles  that 
will  indicate  to  you  why  these  amendments  are  important  to  us. 

First :  We  believe  that  the  planning  pact  can  be  a  vehicle  to  promote 
rationality,  but  that  must  develop  a  process  that  is  practical  and  is 
relevant  to  the  job  at  hand. 

Second :  We  maintain  that  the  act  must  include  State  government  as 
a  full  partner,  so  that  the  leadership  role  which  is  vitally  needed  in 
this  health  planning  area  may  be  assumed. 

State  government  must  believe  in  this  act,  and  commit  its  full 
authority  and  resources  to  it  in  order  to  insure  its  success. 

Third :  We  believe  that  the  next  step  in  the  evolution  of  planning 
should  be  the  integration  of  the  planning  processes  at  all  levels  and 
the  development  of  uniformity  and  consistency  throughout  the  sys- 
tem. While  this  is  essential,  ASTHO  strongly  believes  that  and  the 
Federal  Government  must  recognize  in  the  act  the  tremendous  differ- 
ences among  the  States,  in  their  political,  traditional,  and  historical 
perspectives,  their  problems  and  their  individual  approaches  to 
planning. 

Fourth :  We  believe  that  there  should  be  minimum  disruption  right 
now  in  terms  of  the  planning  process.  We  should  now  be  in  the  proc- 
ess of  building  and  clarifying  the  roles  and  responsibilities.  The 
health  planning  process  has  begun  to  flow,  and  we  are  beginning  to  see 
the  fruits  of  our  labor. 

The  amendments,  as  I  stated  earlier,  are  a  step  in  the  right  direc- 
tion, in  the  recognition  of  present  confusion.  Many  of  the  amend- 
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merits  do  strengthen  the  State's  hand — for  instance,  the  appointment 
of  the  chairman,  by  the  Governor,  and  setting  and  stating,  the  state- 
wide priorities  by  the  SHPDA. 

We  also  endorse  the  strengthening  of  the  certificate-of-need  laws  in 
terms  of  coverage  of  medical  equipment,  and  the  setting  of  the  capital 
limit  in  terms  of  that  medical  equipment. 

We  do  see  some  problems,  sir,  in  terms  of  the  HMO  exclusion.  We 
believe  that  these  are  an  essential  part  of  the  overall  health  care  de- 
livery system  and  that  they  should  be  part  of  the  certificate-of-need 
process.  But,  we  also  believe  that  they  can  be  streamlined  in  order  to 
further  allow  their  expansion  and  facilitate  their  development. 

We  also  support  the  provision  which  extends  the  certificate-of-need 
application  process  from  90  days  to  1  year.  We  believe  in  the  intent  of 
this,  which  I  assume,  is  to  allow  for  comparative  analysis  and  batch- 
ing. We  do,  at  the  same  time,  think  the  States  should  have  some  con- 
trol over  its  limits.  We  are  pursuing  that  in  New  York  State. 

Probably  one  of  the  most  confusing  parts  of  the  health  planning 
act  concerns  the  use  of  formula  grants,  with  regard  to  who  has  ap- 
proval, et  cetera.  We  believe  that,  even  with  the  committee's  amend- 
ments, problems  will  remain. 

We  believe  that  the  State  governments  should  have  the  approval 
over  the  use  of  these  funds  so  that  they  can  channel  these  critical,  but 
limited  resources,  to  areas  where  they  are  most  needed. 

We  believe  that  title  XYI  is  a  major  step  forward  and  a  very  posi- 
tive area  for  further  development,  because  it  begins  to  target  those 
funds  needed  for  modernization,  renovation,  and  development  of  am- 
bulatory care  programs. 

I  would  like  to  mention,  at  this  time  something  that  is  of  major 
importance  to  all  of  us,  and  of  primary  importance  in  New  York 
State.  At  this  point,  I  am  speaking  from  New  York  State  experience 
and  that  of  the  other  large  States  who  are  represented  by  ASTHO. 
I  am  referring  to  excess  capacity. 

We  absolutely  believe  that  it  is  a  primary  problem,  and  yet  it  is 
unfortunate  that  it  often  occurs  in  areas  where,  in  fact,  the  population 
is  medically  underserved.  A  great  deal  of  our  excess  capacity  happens 
to  be  in  our  inner  cities.  What  are  the  solutions  to  this  problem  ? 

What  should  our  policy  be?  We  believe  our  policy  must  be  sensi- 
tive to  access,  quality  of  care,  alternate  uses,  manpower,  referral  pat- 
terns, and  financial  issues,  such  as  debt.  Secondly,  we  must  have  the 
authority  for  decertification.  We,  in  New  York  State,  have  passed,  2 
years  ago,  legislation  which  mandates  authority  to  decertify  accord- 
ing to  planning  requirements. 

The  next  step  should  be  to  tighten  up  the  certificate-of-need  process 
related  to  capital  investment  and  formation  in  each  State,  coupling 
the  State  having  control,  with  the  advice  of  the  SHCC  and  the 
HSA's. 

The  Federal  Government  must  participate  in  this  by  setting  some 
broad  guidelines  and  standards,  and  it  must  also  support  the  studies 
necessary  to  fully  understand  the  use  of  capital  and  its  formation  re- 
lated to  health  care  delivery. 

We  must  determine  how  much  capital  is  enough,  and  the  extent  of 
its  impact  on  operating  costs.  We  must  understand  the  principles  of 
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depreciation  and  how  that  has  been  used  to  form  capital  that  has,  in 
our  belief,  generated  excess  capacity. 

The  appropriateness  review  section  of  your  amendments  does  ad- 
dress kinds  of  sanctions  necessary  to  possibly  enforce  decertification. 
But,  we  believe  that  we  can  go  further. 

It  is  unfortunate  that  we  must  have  sanctions  in  order  to  correct 
some  abuses  in  the  system,  but  we  believe  the  appropriateness  review 
is  the  first  step. 

Sir,  that  concludes  my  remarks. 

[Mr.  Webb's  prepared  statement  follows :] 
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TESTIMONY  ON  H.R.  10460 
BY 

ASSOCIATION  OF  STATE  AND  TERRITORIAL  HEALTH  OFFICIALS 
PRESENTED  BY 

ARTHUR  Y.  WEBB 
EXECUTIVE  DIRECTOR 
NYS  HEALTH  PLANNING  COMMISSION 

Mister  Chairman,  members  of  the  Committee,  I  am  Arthur  Y.  Webb, 
Executive  Director  of  the  New  York  State  Health  Planning  Commission, 
and  I  am  here  today  to  testify  on  behalf  of  the  Association  of  State 
and  Territorial  Health  Officials,  commonly  referred  to  as  ASTHO. 

In  the  several  years  that  have  passed  since  the  enactment  of 
the  National  Health  Planning  and  Resources  Development  Act,  we  in  state 
health  planning  agencies  have  had  an  opportunity  to  evaluate  its  strengths 
and  its  weaknesses.    We  remain  convinced  that  this  law  can  be  the  vehicle 
by  which  this  nation  can  achieve  a  more  effective,  economical  use  of  its 
health  resources,  and  through  which  it  can  promote  the  development  of 
locally  sensitive  health  programs  and  facilities. 

Nonetheless,  experience  to  date  has  established  that  the  law 
itself  is  highly  complex,  that  it  has  not  had  the  desired  effect  of 
containing  the  upward  spiral  of  health  care  costs,  and  that  it  does  not 
provide  the  flexibility  necessary  to  encompass  the  valuable  initiatives 
many  states  have  undertaken  in  the  field  of  health  planning  and  development. 
The  State  is  the  proper  level  for  plan  integration  and  implementation. 
Clearly,  changes  are  in  order  if  we  are  to  attain  the  laudable  goal  of  this 
legislation:    equal  access  to  quality  health  care  at  a  reasonable  cost. 

Thus,  Mr.  Chairman,  we  applaud  your  efforts  to  introduce  amendments 
designed  to  recognize  the  concerns  expressed  by  many  responsible  voices 
in  the  fields  of  health  and  health  care,  this  organization  among  them. 
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We  will  work  to  achieve  the  goal  of  a  uniform  and  consistent  planning 
process  that  is  relevant  to  the  job  at  hand  of  setting  of  priorities 
and  the  rational  allocation  of  resources  to  meet  health  needs.  Our 
examination  of  these  amendments  convinces  us  that  they  represent  definite 
progress,  advancing  the  goal  of  uniformity  and  consistency,  and  in  terms 
of  recognizing  the  important  role  of  state  governments  in  planning  for 
the  health  needs  of  their  citizens. 

In  order  for  the  Planning  Act  to  have  an  effect  on  cost, 
accessibility  and  the  involvement  of  health  status,  state  government 
must  bring  to  bear  its  full  authority  and  resources  to  accomplish  these 
objectives.    Therefore,  state  government  must  believe  and  have  a 
commitment  to  this  process  for  success.    If  the  federal  government 
attempts  to  establish  national  priorities,  it  must  recognize  at  the 
same  time  the  tremendous  differences  among  the  states  in  their  historical, 
political  circumstances,  problems  and  individual  approaches  to  planning. 
ASTHO  recognizes  that  public  accountability  is  essential  for  governmental 
funds, that  ASTHO  is  committed  to  protect  the  safeguards  necessary  for  the 
use  of  public  funds. 

It  is  our  overall  impression  that  these  amendments  will  provide 
the  means  by  which  the  various  states  may  plan  to  develop  a  national  health 
care  system,  one  that  is  efficient  and  responsive  and  not  the  non-system 
with  which  we  have  had  to  cope  for  so  many  years. 

We  welcome  this  opportunity  to  comment  on  specific  areas  covered 
by  the  proposed  amendments. 

We  are  especially  pleased  that  the  thrust  of  this  legislation  is 
to  give  the  states  greater  participation  in  the  health  planning  process, 
as  well  as  greater  control  of  the  instruments  of  that  process,  most  notably 
gubernatorial  appointment  of  the  chairmen  of  the  State  Health  Coordinating 
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Councils  (SHCC). 

In  general,  however,  we  believe  the  federal  statute  should  be 
amended  and  administered  in  a  way  which  will  allow  the  Governor  to 
approve  and  manage  a  health  policy  planning  system  which  is  consistent 
with  state  law  and  custom.    The  federal  statute  should,  in  our  view, 
recognize  the  Governor's  constitutional  responsibility  to  act  on  behalf 
of  the  state  which  he  or  she  governs.    All  final  regulatory  decisions, 
approval  of  health  plans  and  expenditure  of  public  funds  for  this  purpose 
should  remain  the  responsibility  of  the  Governor. 

Granting  the  State  Health  Planning  and  Development  Agency  the 
authority  to  set  statewide  priorities  will  insure  that  state  government 
goals  are  being  addressed,  but  the  Governor  should  have  approval  over 
the  State  Health  Plan. 

The  proposed  amendments  will  do  much,  we  believe,  to  strengthen 
the  Certificate  of  Need  provisions  of  the  original  legislation. 

One  of  the  most  important  factors  behind  the  rise  in  health 
care  costs  is  the  increasing  capitalization  of  our  health  care  resources. 
Thus,  we  look  with  great  favor  upon  proposals  which  would  establish  a 
uniform  review  of  all  Certificate  of  Need  applications,  and  close  loop- 
holes in  the  review  process,  loopholes  which  allow  costly  duplication 
of  unneeded  health  care  equipment  and  services. 

This  year  it  is  estimated  that  computerized  brain  and  body 
scanners  will  cost  this  nation  and  its  people  about  a  billion  dollars, 
much  of  that  representing  unnecessary  duplication.    Thus,  inclusion  of 
major  medical  equipment  in  Certificate  of  Need  programs  is  an  absolute 
necessity. 
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As  drawn,  the  proposed  legislation  Is  unclear  whether  or  not 
such  equipment  Is  covered  by  the  review  process.  If  It  Is  located  outside 
the  Institutional  setting,  such  as  physicians'  offices.   We  believe  that 
Certificate  of  Need  review  should  apply  to  equipment  In  all  settings. 
Including  doctors'  offices,  and  we  urge  that  the  final  draft  of  this 
legislation  clarify  this  point. 

We  also  question  the  use  of  a  minimum  capital  cost,  namely 
$150,000,  In  determining  the  definition  of  major  medical  equipment. 
Should  not  this  definition  also  include  consideration  of  the  operational 
costs  of  such  equipment,  whether  or  not  it  represents  a  totally  new  medical 
technology,  and  whether  or  not  its  application  will  be  accompanied  by  the 
phasing  out  of  some  other,  obsolete  technology? 

Health  Maintenance  Organizations  are,  in  our  opinion,  an  Integral 
part  of  the  health  care  matrix.    We  do  not  believe  that  they  should  be 
dropped  from  the  category  of  health  facilities,  and  thereby  excluded  from 
Certificate  of  Need  and  other  appropriateness  review.    It  is  our  earnest 
wish  that  alternative  health  care  services  of  the  kind  exemplified  by  HMOs 
flourish,  and  we  believe  the  review  process  can  only  strengthen  them  and 
stimulate  their  growth. 

Extending  the  review  from  ninety  days  to  one  year  while  useful 
for  developing  comparative  analysis  or  "batching",  it  may  be  too  permissive 
without  state  control. 

The  amendment  to  insure  that  Certificate  of  Need  decisions  are 
consistent  with  the  State  Health  Plan  is  another  link  to  attain  uniformity 
and  consistency,  but  is  too  vague  as  to  who  and  how  this  would  be  done. 
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The  state's  role  in  Certificate  of  Need  is  further  strengthened 
by  the  amendment  to  all  withdrawals  of  Certificate  of  Need  applications. 

The  whole  question  of  the  use  and  approval  of  formula  grants  has 
cau~5ecL^great  concern  among  state  health  officials.    We  believe  that  the 
amendments,  a?  pcpposed,  limit  the  flexibility  of  state  government  to 
target  these  important  butS^mited  resources  and  that  the  authority  of  the 
SHCC  would  be  too  broad. 

Title  III  of  your  proposed  amendment,  the  r^ision  of  authority 
for  resource  development,  is  a  major  step  for  providing  the  resowces  and 
incentives  to  those  areas  and  facilities  most  in  need  of  services.  Prfwity 
given  to  outpatient  services  is  a  definite  step  in  the  right  direction. 

The  amendments  dealing  with  Health  Systems  Agency  designations 
and  the  improvement  in  the  appeal  process,  according  to  state  law,  and  the 
definitions  of  consumers,  providers,  are  all  very  important.    The  clarification 
of  these  relationships  will  eliminate  some  of  the  major  points  in  the  carrying 
out  of  the  Planning  Act. 

Overall,  we  believe  this  bill  will  result  in  better  integration 
of  regional  and  state  health  facility  planning  and  development  and  Certificate 
of  Need. 

In  summary,  we  believe  that  this  legislation,  if  it  incorporates 
changes  we  have  suggested,  will  help  the  states  to  press  forward  with  health 
planning,  will  give  them  greater  control  and  involvement  in  the  planning 
process,  and  will  eliminate  much  of  the  confusion  that  hos,  to  this  point, 
attended  the  field  of  health  planning. 

The  Association  of  State  and  Territorial  Health  Officials  strongly 
endorses  the  intentions  of  this  legislation.    Our  commentary  is  presented 
from  the  perspective  of  strengthening  a  useful  and  desirable  proposal. 


432 


Mr.  EoGERS.  Thank  you  very  much,  Mr.  Webb,  for  a  very  concise 
statement,  a  very  helpful  statement.  We  appreciate  your  being  here. 

There  is  a  call  to  the  floor  where  a  vote  is  taking  place,  so  the 
committee  will  stand  in  recess  for  10  minutes.  We  ask  your  patience, 
and  we  will  try  to  hurry  back. 

The  subcommittee  is  in  recess. 

[Brief  recess.] 

Mr.  Rogers.  The  subcommittee  will  come  to  order,  please.  We  apol- 
ogize for  this  holdup. 
You  may  proceed. 

STATEMENT  OP  ROGER  L.  SMITH 

Mr.  Smith.  Mr.  Chairman,  Dr.  Carter,  my  name  is  Roger  L.  Smith 
and  I  am  a  city  councilman  from  Overland  Park,  Kans.,  and  chair- 
man of  the  Mid-America  Regional  Council  in  the  Kansas-Missouri 
eight  county  Kansas  City  metropolitan  area. 

I  appreciate  this  opportunity  to  testify  today  on  the  renewal  of 
health  planning  legislation  on  behalf  of  the  National  Association  of 
Regional  Councils. 

Accompanying  me  is  Mr.  Peter  Levy,  executive  director  of  the 
Mid- America  Regional  Council. 

The  National  Association  of  Regional  Councils  was  initiated  in 
1967  by  the  National  League  of  Cities  and  the  National  Association 
of  Counties  to  assist  local  government,  elected  officials,  in  organizing 
the  rapidly  growing  number  of  regional  councils. 

Regional  councils  are  areawide  organizations  of  general  purpose 
local  governments  which  involve  more  than  one  local  government 
and  encompass  the  total  regional  community.  They  exist  both  in 
densely  populated  metropolitan  areas  and  sparsely  populated  rural 
areas. 

Some  encompass  regions  which  cross  state  lines,  such  as  the  one  in 
my  own  area  which  encompasses  part  of  Kansas  and  Missouri.  Their 
prime  purposes  are  to  increase  communication  cooperative  decision- 
making, and  coordination  among  local  governments.  They  also  review 
and  comment  on  certain  Federal  grant  applications  through  the  A-95 
review. 

But,  most  importantly,  they  develop  policies  and  programs  to 
meet  common  problems  and  guide  orderly  development  of  their  areas. 

More  than  600  such  regional  councils  have  been  established  to  deal 
with  areawide  problems  such  as  growth,  energy,  transportation,  hous- 
ing, community  facilities,  manpower,  public  safety  and  environmental 
quality. 

Mr.  Chairman,  NARC  supports  the  substantial  plannina:,  manage- 
ment and  evaluation  principles  in  the  Health  Planning  and  Resources 
Development  Act  of  1974.  We  appeared  before  this  subcommittee  last 
year  and  urged  a  1-year  extension  on  the  legislation. 

A  coherent  and  rational  national  health  planning  and  resources 
allocation  process  is  essential  if  we  are  to  provide  the  necessary 
health  care  services  to  all  of  our  citizens. 

In  our  opinion,  the  act  is  a  positive  step  in  this  direction.  It  pro- 
vides for  the  establishment  of  meaningful  guidelines  for  the  develop- 
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ment  and  maintenance  of  the  health  care  system  and,  most  impor- 
tantly, it  provides  the  opportunity  to  contain  unnecessary  cost  in- 
creases without  sacrificing  the  provision  of  adequate  health  care 
services. 

But,  after  just  stating  this,  I  must  be  candid  with  the  subcommittee : 
we  do  not  support  the  institutional  arrangements  set  forth  in  the 
statute  for  administering  this  planning  program,  in  particular,  the 
mechanisms  utilized  to  translate  national  health  policies  and  guide- 
lines into  programs  and  projects  at  the  local  level. 

As  you  know,  the  basic  unit  in  this  planning  system,  created  in 
the  act,  is  the  areawide  Health  Systems  Agency,  HSA.  To  date,  HEW 
has  designated  205  health  service  areas  throughout  the  country  and 
has,  or  is  in  the  process  of  designating,  on  a  conditional  basis,  HSA's 
in  each  area.  We  understand  that  currently  only  22  of  the  205  areas 
have  public  regional  agencies  or  general  local  governments  as  the 
designated  HSA. 

The  remainder  are  free-standing,  not-for-profit,  corporations, 
which  are  substantially  outside  the  control  of  State  and  local  govern- 
ments. And,  much  to  our  chagrin,  none  of  the  22  so-called  public 
have  any  meaningful  control  or  involvement  in  administration  of 
the  program. 

HEW's  legal  interpretation  of  the  act  has  vested  virtual  plenary 
authority  over  health  planning  in  the  consumer-provider  health 
planning  units  established  within  each  of  these  public  agencies  and 
local  governments.  But  more  about  this  situation  later. 

It  is  the  displacement  of  State  and  local  governments  from  exercis- 
ing the  governmental  planning  and  regulatory  authorities  called  for 
in  the  act  that  causes  NARC  and  the  other  public  interest  organiza- 
tions representing  state  and  local  governments  to  call  for  some  basic 
modification  of  this  current  institutional  structure  established  to 
complement  the  act. 

We  are  hopeful  that,  this  year.  Congress  will  make  these  funda- 
mental changes  and  provide  the  opportunity  for  meaningful  par- 
ticipation of  State  and  local  governments  in  the  administration  of 
the  planning  and  regulatory  process  required  under  the  Health 
Planning  Act. 

As  I  have  indicated,  the  associations  representing  State  and  local 
governments  have  a  unified  position  on  a  series  of  amendments  which 
we  will  ask  this  subcommittee  to  consider  in  extending  the  act. 

These  changes,  in  our  opinion,  will  not  modify  any  of  the  sub- 
stantial policies  and  principles  established  in  the  legislation  that 
encourage  planning  and  management  of  an  efficient,  cost-effective 
health  care  system  throughout  the  country. 

Our  proposed  changes  concern  making  the  system  more  responsive 
to  elected,  public  decisionmakers  at  both  the  State  and  local  levels. 

NARC  will  cover  only  those  proposed  changes  in  our  joint  package 
that  deal  with  the  health  systems  agency.  We  understand  and  other 
local  government  associations  will  present  the  other  changes  that 
impact  especially  on  their  areas  of  interest  and  concern. 

The  National  Association  of  Regional  Councils  urges  the  sub- 
committee to  give  serious  consideration  to  the  following  10  modifica- 
tions : 
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One :  The  governing  body  of  a  local  government  or  regional  plan- 
ning unit,  which  is  a  health  systems  agency,  should  be  allowed  to 
appoint  the  agency  staff,  approve  its  plans,  adopt  the  annual  budget, 
establish  criteria  for  reviews  and  review  decisions  appealed  from 
the  separate  HS  A  governing  body. 

Two :  Units — ^this  would  be  if  the  local  government  or  planning 
unit  is  the  HSA.  They  should  have  the  authority  to  appoint,  as  I 
indicated,  agency  staff,  plans,  adopt  the  budget,  establish  the  criteria. 

Mr.  Carter.  And  not  only  that,  Mr.  Chairman.  One-third  of  all 
of  these  people  would  be  local  officials.  I  am  wondering,  in  this  case, 
whether  we  should  not  just  to  divide  the  money  and  give  it  to  the 
local  agencies.  That,  in  effect,  is  what  we  will  be  doing  with  this 
gentleman's  proposals. 

Mr.  Rogers.  All  right,  thank  you.  I  am  sorry  to  interrupt. 

Mr.  Smith.  Number  two,  units  of  general  purpose  local  govern- 
ment and  their  regional  organizations  should  be  included  as  parties 
to  which  the  Secretary  of  HEW  must  respond  when  a  request  is 
made  for  a  review  of  the  appropriateness  of  the  boundaries  of  any 
health  service  area. 

The  Secretary  should  be  enabled  to  alter  the  boundaries  of  health 
service  areas  if  he  concurs  with  the  findings  of  a  state  Governor  or 
that  a  newly  proposed  health  service  area  is  more  appropriate,  or 
more  completely  meets  the  requirements  for  health  service  areas  set 
forth  in  the  laws,  in  addition  to  the  current  circumstance  in  which 
he  can  so  alter  the  boundaries  when  the  current  health  service  area 
no  longer  meets  the  requirements  established  in  the  law. 

Three :  At  least  one-third  of  the  members  of  the  governing  body  of 
any  executive  committee  of  a  health  systems  agency  shall  be  public 
elected  officials  or  their  designated  representatives  from  general  pur- 
pose local  government.  The  only  persons  to  be  categorized  as  repre- 
sentatives of  general  purpose  local  government  should  be  those  elected 
officials,  or  other  individuals  directly  appointed  by  the  local  govern- 
ment. 

Elected  officials  shall  be  considered  as  a  separate  category  and  the 
requirements  concerning  allocation  of  percentage  of  membership  be- 
tween consumers  and  providers  shall  not  apply. 

Four :  Under  current  law,  if  the  number  of  members  of  the  govern- 
ing body  of  an  HSA  exceeds  30,  the  HSA  must  establish  an  executive 
committee  to  which  it  delegates  the  authoritv  to  take  all  actions 
required  of  HS A's  under  the  law  except  establishment  and  review 
of  the  health  systems  plan  and  annual  implementation  plan. 

Five :  The  law  should  be  altered  to  allow  the  delegation  of  any  au- 
thorities to  an  executive  committee  at  the  discretion  of  the  governing 
body,  rather  than  requirement  of  Federal  law. 

For  the  sake  of  clarity,  the  wording  in  section — this  is  a  Jons:  one^ — 
512(b)  (3)  (C)  (3.2)  reading  "nonmetropolitan"  should  be  changed  to 
read  "nonurban."  The  wording  of  this  subsection  should  be  further 
altered  so  that  the  percentage  of  representatives  of  nonurban  areas 
be  absolutely  equal  to  the  percentage  of  nonurban  areas  represented 
within  the  HSA's,  but  instead,  is  at  least  equal  to  that  percentage. 

Six:  It  should  be  specified  in  the  law  that,  except  for  confidential 
meetings  called  to  discuss  performance  or  remuneration  of  individual 


435 


HSA  employees,  all  meetings  of  the  HSA  governing  body,  or  execu- 
tive committee,  and  any  subarea  council  or  committee  which  it  may 
create,  must  be  open  to  the  public  following  provision  of  full  notice 
of  that  meeting. 

Further,  all  records,  excluding  only  personnel  records,  must  also 
be  open  to  the  public  and  available  upon  request. 

Seven:  Section  512(c)  should  be  altered  to  encourage  health  sys- 
tems agencies  to  establish  subarea  councils  by  substituting  the  word 
"should"  for  the  word  "may" — and  I  realize,  Mr.  Chairman,  that 
you  commented  prior  on  the  use  of  semantics.  The  subarea  council 
should  be  allowed  to  carry  out  any  functions  of  the  HSA  which  the 
HSA  chooses  to  delegate  to  it,  including  planning  at  the  subarea  level. 

Boundaries  for  subarea  councils  should  follow  existing  neighbor- 
hoods, local  governmental,  or  regional  configurations. 

Eight :  Each  HSA  should  be  required  to  enter  into  formal  written 
agreements  with  the  units  of  general  purpose  local  governments  or, 
in  the  case  of  large  HSA's,  with  existing  combinations  of  units  of 
government,  which  shall  include:  (a)  the  number  of  appointments 
and  the  process  of  making  appointments  to  the  governing  body  for 
health  planning;  (h)  the  method  and  schedule  for  review  by  the 
local  government  or  combination  of  the  health  systems  plan  or  the 
annual  implementation  plan,  the  agency's  application  for  refunding, 
and  other  appropriate  policy  documents;  and  (c)  the  process  by 
which  suggested  changes  will  be  included  in  review  documents  and 
how  disputes  between  the  HSA  and  units  of  local  government  will 
be  resolved. 

Nine :  Upon  the  denial  of  a  renewal  application  for  a  current  HSA, 
or  the  denial  of  a  redesignation  for  a  health  service  area,  HEW 
should  be  required  to  provide  all  necessary  technical  and  other  non- 
financial  assistance,  including  the  preparation  of  prototype  plans  of 
organization  and  operation  to  any  potential  applicant  for  designation 
as  a  replacement  HSA. 

The  law  should  require  that  equal  consideration  should  be  given 
to  general  purpose  local  governments  or  combinations  thereof  in  such 
a  circumstance. 

Ten :  In  addition  to  requiring  that  the  Secretary,  in  his  review  and 
approval  or  disapproval  of  the  annual  budget  of  each  designated 
health  systems  agency  and  State  agency,  consider  the  comments  of 
statewide  health  coordinating  councils.  The  law  should  also  require 
that  he  consider  comments  submitted  by  units  of  general  purpose 
local  governments  and  their  regional  agency  within  the  health  service 
area  served  by  the  health  systems  agency  whose  budget  is  under 
review. 

^  In  short,  I  hope  that  in  crafting  a  reworked  national  health  plan- 
ning system  over  the  next  year,  the  Congress  will  recognize  that 
health,  although  extremely  vital,  is  not  the  only  concern  of  State, 
and  especially  local  governments.  The  ability  to  develop  compatible 
plans  for  health,  housing  and  community  development,  transporta- 
tion, aging,  and  other  important  concerns  is  the  key  to  success  for 
mayors  and  county  officials. 

I  will  not  recite  the  list  of  problems  we  face  daily  due  to  differing 
Federal  agency  requirements  for  such  things  as  the  board  representa- 
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tion,  citizens  participation,  accounting  procedures,  and  so  on.  I  will 
only  note  that  our  proposals  are  all  aimed  at  providing  the  health 
planning  system  with  an  established  point  of  linkage  with  the  numer- 
ous simultaneous  ongoing  efforts  in  other  fields,  all  of  which  have 
tremendous  impact  on  each  other  and  on  the  priorities  set  by  local, 
elected  officials  for  their  own  budgets. 

Just  to  tie  this  all  up,  I  guess  what  we  are  saying  is  that  if  public 
funds  are  used  in  the  delivery  of  health  care,  we  believe  a  greater 
role  should  be  played  by  local  elected  officials  in  the  normal  due  proc- 
ess of  the  general  and  primary  elections  within  that  area. 

I  appreciate  this  opportunity. 

Mr.  KoGERS.  Thank  you.  Councilman,  for  some  very  helpful  sug- 
gestions. 

I  presume  most  of  the  funding  will  come  from  the  Federal  Gov- 
ernment, but  we  do  not  presume  to  put  Federal  officers  on  those 
boards. 

Mr.  Smith.  That  is  correct. 

Mr.  EoGERS.  Now,  I  presume,  following  your  theory  that  if  it  is 
local  funding,  you  should  have  local  officials ;  if  it  is  Federal  funding, 
we  should  have  Federal.  But  we  think  it  is  better  to  try  to  get  local 
people  involved,  even  though  it  is  Federal  funding.  So  we  have  to 
strike  some  balance  to  let  the  consumer  come  in,  provider  come  in, 
and  we  also  want  local  government  involved  too. 

Mr.  Smith.  I  guess  I  look  at  the  source  of  Federal  funding  comes 
from  the  grassroots.  I  realize  I  am  on  the  lowest  rung  of  the  political 
ladder,  but  I  feel  I  am  very  close  to  those  people. 

Mr.  Rogers.  Well,  you  know  even  members  of  Congress  are  fairly 
close.  In  fact,  we  are  elected  twice  in  the  time  most  county  com- 
missioners are  elected.  For  instance,  they  elect  county  commissioners 
for  4  years  in  my  area,  but  I  have  run  two  times  when  he  only  runs 
once.  I  stay  pretty  close,  too.  I  think  we  all  stay  close — at  least,  I 
would  hope  that  we  would. 

Mr.  Smith.  Perhaps  we  should  call  it  taxpayer's  money  instead  of 
Federal  funding. 

Mr.  EoGERS.  I  think  it  is  taxpayer's  money  through  the  Federal 
Government  and  I  was  using  your  analogy  that  if  it  is  local  money 
it  ought  to  be  locally  used.  But  it  comes  from  all  over  the  United 
States  and  I  do  not  think  we  ought  to  have  Federal  officials  there. 
I  think  we  want  local  officials  to  be  involved.  But  we  ought  to  have 
consumers,  the  taxpayers  themselves  involved  maybe  too,  so  that  we 
all  have  an  interest. 

Because — I  even  find  some  of  the  consumers  do  not  agree  with 
everything  I  do  as  an  elected  official.  I  do  not  know  whether  you  have 
experienced  that  or  not. 

But  sometimes  they  like  to  have  a  say  directly.  Would  you  disagree 
with  that? 

Mr.  Smith.  No,  I  agree  with  you. 

Mr.  Rogers.  What  we  want  to  do — I  think  you  have  made  your 
point — ^but  we  want  to  get  a  balance,  a  few  consumers,  some  from 
the  local  government,  providers,  so  we  can  all  work  together. 

Mr.  Smith.  I  guess  if  you  would  
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Mr.  Rogers.  Rather  than  let  one  dominate. 

Mr.  Smith.  If  you  would  permit  a  personal  reference,  that  on  our 
local  HSA.  there  are  only  two  elected  officials. 

Mr.  Rogers.  Well,  it  may  be  that  you  should  have  more  than  that. 

Mr.  Smith.  That  is  the  main  point  that  we  are  driving  at. 

Mr.  Rogers.  I  think  you  made  your  point. 

Mr.  Webb,  your  testimony  has  been  most  helpful. 

Thank  you  for  being  here  and  for  your  patience  with  the  com- 
mittee. 

There  is  another  vote.  The  committee  stands  in  recess  for  10 
minutes. 

[Brief  recess.] 

5lr.  Rogers.  The  subcommittee  will  come  to  order,  please.  Our  last 
witnesses  will  be  Mr.  Einar  O.  Mohn,  National  Council  of  Senior 
Citizens  from  Menlo  Park,  Calif. ;  and  Theresa  Carmady,  represent- 
ing the  National  Congress  on  American  Indians. 

You  are  accompanied  by  

Mr.  Press.  I  am  Daniel  Press.  I  am  counsel  for  the  National  Indian 
Health  Board. 

Mr.  Rogers.  Thank  you. 

We  welcome  all  of  youv  and  the  committee  wants  to  express  to  you 
its  appreciation  for  your  patience  in  staying  with  us  this  long.  We 
apologize  to  you,  but  the  votes  are  something  we  cannot  avoid. 

You  may  proceed. 

STATEMENTS  OF  EINAE  0.  MOHN,  ON  BEHALF  OF  NATIONAL  COUN- 
CIL OF  SENIOR  CITIZENS,  AND  THEEESA  CAEMADY,  ON  BEHALF 
OF  NATIONAL  INDIAN  HEALTH  BOAED,  INC.,  AND  NATIONAL 
CONGEESS  OF  AMEEICAN  INDIANS,  ACCOMPANIED  BY  DANIEL 
PEESS,  COUNSEL,  NATIONAL  CONGEESS  OF  AMEEICAN  INDIANS 

Mr.  MoHN.  Well,  I  would  be  glad  to  wait  til  tomorrow  but  I  come 
from  California  and  I  work  for  the  state,  and  we  have  a  Governor 
who  fires  people. 

I  am  not  going  to  read  all  of  this,  Mr.  Chairman  

Mr.  Rogers.  No,  we  will  put  your  entire — all  of  your  statements 
will  be  made  a  part  of  the  record  in  full  [see  p.  440],  so  if  you  would 
highlight  the  points  that  you  think  we  should  have,  that  would  be 
helpful. 

Mr.  MoHx.  I  am  presently  serving  as  chairman  of  the  advisory 
council  to  the  California  Commission  on  Health  Facilities  and  I 
have  been  involved  in  health  issues,  both  in  my  own  State  in  Califor- 
nia and  nationally  for  a  long,  long  time. 

Today  I  am  testifying  on  behalf  of  the  National  Council  of  Senior 
Citizens.  It  is  a  nonprofit  organization,  nonpartisan,  made  up  of 
over  3.800  clubs  across  the  Nation  representing  more  than  3  million 
people. 

Health  care  remains  a  top  priority  of  the  council  and  its  members. 
For  years  the  Congress  has  discussed  and  studied  this  Nation's 
health  care  delivery  system  and,  for  years,  the  administration,  the 
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Congress  and  the  people  have  reckoned  with  the  need  for  national 
health  insurance. 

NCSC  has  testified  repeatedly  over  the  past  few  years,  both  before 
Congress  and  HEW  in  support  of  the  Kennedy-Corman  National 
Health  Security  bill. 

Although  the  health  planning  act  is  only  3  years  old  and  HSA's 
are  still  in  their  infancy,  we  believe  a  number  of  problems  have 
arisen  which  must  be  discussed.  If  the  HSA's  are  to  perform  their 
mandate  of  effecting  a  more  efficient  delivery  system  in  a  meaningful 
way,  they  must  have  the  statutory  right  to  access  hospital  records 
dealing  with  cost  of  financing,  patient  care  costs,  and  patient  dis- 
charge data,  with  full  protection,  of  course,  provided  for  the  con- 
fidentiality in  all  patient  discharge  cases. 

From  our  perspective,  another  significant  problem  of  the  act,  as 
it  has  been  interpreted,  is  in  the  composition  and  selection  of  the 
governing  bodies  of  the  health  systems  agencies.  The  Senior  Citizens' 
National  Council  are  right  in  the  forefront  of  all  of  this,  because 
they  have,  always  been  one  of  the  moving  parties  in  medicare  and 
the  medicaid  program. 

The  National  Council  recommends  that  HSA  boards  be  comprised 
of  60  percent  consumers,  25  percent  providers,  and  15  percent  public 
officials.  In  this  regard,  we  oppose  section  209(b)  (1)  of  H.R.  10460 
which  would  provide  elected  and  nonelected  officials  representation 
as  consumers  on  the  governing  boards. 

We  have  gone  through  a  lot  of  the  different  sections  which  we  have 
pointed  out  in  our  presentation  that  we  have  given  to  you.  I  will  not 
go  through  those. 

Mr.  Rogers.  All  right.  We  will  go  over  those. 

Mr.  MoHN.  We  feel  that  there  must  be  something  done  in  the  mat- 
ter of  outreach  to  develop  the  ability  to  communicate  with,  and  bring 
into  the  process,  local  consumer,  labor  and  public  interest  groups.  A 
corollary  problem  associated  with  the  consumer  composition  of  the 
HSA  boards  is  the  difficulty  of  the  consumer  representatives  fully 
to  perform  their  function  without  being  constantly  overwhelmed  by 
the  complex,  technical  nature  of  the  material. 

Unlike  the  providers,  whose  bread  and  butter  is  the  day-to-day 
function  of  the  health  care  delivery  system  the  typical  consumer  does 
not  have  the  access  to  professional  health  staff  and  professional  or- 
ganizations. This  must  be  corrected. 

The  HSA  board  should  be  comprised  of  60  percent  consumers,  as 
I  said,  25  percent  providers,  and  15  percent  public  officials. 

The  National  Council  is  concerned  about  the  lack  of  recognition 
given  to  the  long-term  care  system  in  the  Health  Planning  Act.  This 
oversight  is  surprising,  given  the  fact  that  fullv  one-third  of  the 
medicaid  dollars  go  to  long-term  care  services.  For  instance,  long- 
term  care  services  are  not  found  in  the  list  of  national  health  pri- 
orities. We  strongly  believe  that  due  priority  ought  to  be  given  to 
develop  efficient  and  adequate  long-term  care  facilities  both  within 
and  outside  the  medical  model.  Therefore,  the  National  Council  rec- 
ommends that  long-term  care  be  listed  amons:  the  priorities  set  out 
in  section  1502,  as  well  as  in  section  1620,  which  deals  with  the  pri- 
orities in  terms  of  project  grants. 
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In  this  regard,  we  would  recommend  amending  section  1625,  project 
grants,  (b)  (1)  to  include  moneys  for  conversion  of  existing  facil- 
ities into  long-term  care  facilities  including  adult  day  care  and  day 
hospitals. 

And,  Mr.  Chairman,  the  overbedding  of  hospital  beds  is  a  real,  real 
serious  problem.  It  is  so  nationally,  and  also  in  my  home  State  in 
California.  A"\Tien  you  start  approaching  40  percent  overbedding,  you 
are  putting  a  terrific  load  on  the  back  of  the  consumer  with  very 
little  for  him  to  gain. 

We  applaud  the  efforts  of  yourself  and  the  committee  for  the  pro- 
gressive leadership  that  you  have  shown  in  the  field  of  health.  Though 
we  have  been  critical,  today,  of  the  details  of  the  health  planning 
act,  we  are  fully  supportive  of  the  concept  embodied  in  the  act. 

The  National  Council  is  an  earnest  and  long-time  supporter  of 
health  planning  and  consumer  involvement.  This  act  and  the  proposed 
revision  in  H.E.  1040  go  a  long  way  in  reflecting  the  philosophy  of 
the  National  Council  and  its  members. 

Again,  we  recognize  the  difficulty  of  resolving  as  complicated  an 
issue  as  consumer  representation  in  the  health  planning  process,  but 
we  must  avoid  the  danger  of  having  the  role  of  the  consumer  become 
one  of  rhetoric  rather  than  fact. 

We  have  seen  the  complete  failure  of  the  medical  profession,  the 
hospital  industry  and  all  of  the  allied  disciplines  including,  of 
course,  their  strong  supporter,  the  insurance  industry,  in  contributing 
anything  meaningful  in  their  voluntary  system  of  providing  facts  and 
figures,  which  the  HSA's  need  if  they  are  going  to  be  able  to  do  a 
meaningful  job  in  their  health  planning. 

And  so  we  strongly  recommend  that  this  be  something  that  the 
committee  will  give  its  very  serious  attention  to. 

We  understand  the  need  for  studying  this  problem,  but  the  time 
has  come,  we  believe,  to  act  and  to  implement.  We  must  really  begin 
to  come  to  grips  with  this  very  serious  problem.  We  look  to  you, 
gentlemen,  for  that  decision. 

[Testimony  resumes  on  p.  448.] 

[Mr.  Mohn's  prepared  statement  follows :] 
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TESTIMONY  BEFORE 
THE  COMMITTEE  ON  INTERSTATE  AND  FOREIGN  COMMERCE 
SUBCOMMITTEE  ON  HEALTH  AND  ENVIRONMENT 
January  31,  1978 

Statement  by 
Einar  Mohn,  Executive  Board  Member 
National  Council  of  Senior  Citizens 
1511  K  Street,  N.  W. 
Washington,  D.  C.  20005 

Chairman  Rogers  and  Members  of  the  Committee,  good 
afternoon.     I  am  Einar  Mohn,  a  Board  Member  of  the  National 
Council  of  Senior  Citizens,  and  recently  retired  1st  Vice  Presi- 
dent and  Director  of  the  Western  Conference  of  Teamsters.     I  am 
presently  serving  as  Chairman  of  the  Advisory  Council  to  the 
California  Commission  on  Health  Facilities  and  have  been  involved 
in  health  issues  both  in  my  own  State  of  California  and  nation- 
ally for  decades. 

Today,  I  am  testifying  on  behalf  of  the  National  Council 
of  Senior  Citizens.     The  National  Council  is  a  nonprofit,  non- 
partisan organization,  made  up  of  over  3,800  senior  citizens' 
clubs  across  the  nation,  representing  more  than  three  million 
members. 

The  subject  of  health  care  is  a  fcimiliar  one  to  the  National 
Cotincil  of  Senior  Citizens.     The  Council  was  born  in  1962  to 
lead  the  battle  for  the  enactment  of  Medicare  and  Medicaid.  It 
was  the  National  Council  of  Senior  Citizens'  feeling  then  and 
it  is  our  feeling  today  that  making  high  quality  health  care 
available  and  accessible  to  all  Americans,  including  the  elderly 
and  the  poor,  is  a  top  priority.     The  enactment  of  Medicare  and 
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Medicaid  in  1965  and  the  difficult  lessons  learned  from  these 
programs  over  the  past  decade  have  only  reinforced  the  National 
Council's  reasons  for  continued  existence. 

Health  care  remains  the  top  priority  of  the  Council  and 
its  members.     For  years  the  Congress  has  discussed  and  studied 
this  nation's  health  care  delivery  system  and  for  years  the 
Adiainistration,  the  Congress  and  the  people  have  reckoned  with 
the  need  for  national  health  insurance.     NCSC  has  testified 
repeatedly  over  the  past  few  years  both  before  Congress  and  HEW 
in  support  of  the  Kennedy-Corman  National  Health  Security  Bill. 

We  believe  the  Health  Planning  and  Development  Act  of  1974 
establishes  a  good  foundation  on  which  to  structure  a  new  health 
care  delivery  system.     In  fact,  we  noted  at  the  time  PI  93-641 
was  being  debated,  that  the  local  health  planning  concept,  com- 
bining consumers  and  providers  in  the  review,  development  and 
allocation  of  health  care  resources  is  an  important  ingredient 
of  National  Health  Security.     We  applauded  the  push  for  certi- 
ficate of  need  programs,  for  consumer  education  and  for  consumer 
involvement  in  the  health  planning  process. 

Though  the  Health  Planning  Act  is  only  three  years  old  and 
HSAs  are  still  in  their  infancy,  we  believe  a  nxamber  of  problems 
have  cirisen  which  must  be  discussed. 

If  the  HSAs  are  to  perform  their  mandate  of  effecting  a 
more  efficient  delivery  system  in  a  meaningful  way,  they  must 
have  the  statutory  right  to  access  hospital  records  dealing  with 
cost  of  financing,  patient  care  costs  and  patient  discharge  data, 
with  full  protection  for  the  confidentiality  of  patient  discharge 
data. 
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From  our  perspective,  another  significant  problem  with 
the  Act  as  it  has  been  interpreted  is  in  the  composition  and 
selection  of  the  governing  bodies  of  the  Health  Systems  Agencies. 
As  one  of  the  founding  members  of  the  Consximer  Coalition  for  - 
Health,  NCSC  stands  forthrightly  behind  their  statement  that 
"The  Planning  Act  will  achieve  its  objectives  of  equitable  distri- 
bution of  health  care  resources,  quality  care,  and  cost  containment 
only  if  HSAs  are  controlled  by  independent  consumer  majorities 
accountable  to  the  public  they  represent."    Because  the  original 
Act  did  not  provide  for  a  process  by  which  to  select  HSA  Board 
members  many  of  the  boards  have  been  self-initiated  and  self- 
perpetuating.     The  result  has  been  something  less  than  positive. 
In  fact,  the  Southern  Governmental  Monitoring  Project  of  the 
Southern  Regional  Council  in  its  recent  study  of  HSA  Board  compo- 
sition in  eleven  southern  states  including  28  HSAs  found  that 
they  are  provider-dominated,  that  the  staff  is  provider-oriented 
and  their  training  of  board  members  was  seriously  deficient. 
The  question  of  accountability  looms  large  in  this  context.  An 
educated  public,  made  aware  of  the  existence  of  HSAs  and  their 
purpose  cind  functions,  will  go  a  long  way  in  assuring  adequate 
consumer  representation,  not  only  on  the  governing  boards  but  in 
attendance  at  meetings  of  the  boards. 

Specifically,  the  National  Council  would  recommend  that: 
1)     The  HSA  Board  be  comprised  of  60  per  cent  consumers, 
25  per  cent  providers,  and  15  per  cent  public  officials.  In 
this  regard,  we  oppose  Section  209   (b) (1)  of  H.R.  10460 
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which  would  provide  elected  and  non-elected  pxiblic  officials 
representation  as  consigners  on  the  governing  boards . 

2)  The  elderly  and  handicapped  be  fairly  represented  on 
the  HSA  governing  bodies. 

3)  A  member  of  the  local  Area  Agency  on  Aging  be  on  the 
HSA  Board.     This  is  presently  accomplished  through  a  Memorandum 
of  Agreement  between  the  Administration  on  Aging  and  the  Health 
Resources  Administration. 

4)  Section  209   (b)(2)  of  H.R.  10460  should  be  deleted. 
There  is  no  reason  to  amend  the  current  language  excluding 
members  of  the  immediate  family  of  a  provider  from  representing 
consumers  on  the  HSA. 

5)  Section  209   (b) (2)  of  H.R.  10460  should  be  adopted.  It 
provides  for  more  adequate  representation  of  rural  consumers  on 
HSAs,  and  thus  conforms  to  the  priorities  of  the  original  Act 

as  set  out  in  Section  1502  (1). 

6)  Section  209   (a)  (1)  of  H.R.  10460  which  includes  unions 
as  major  purchasers  of  health  care  should  be  adopted.     It  is 
obvious  that  unions  as  well  as  industry  share  an  interest  in 
the  health  care  system,  not  only  from  the  perspective  of  quality 
and  availability  of  health  care  but  also  from  the  perspective 

of  the  cost  of  health  care. 

7)  Nonprofessional  as  well  as  professional  health  care 
providers  be  represented  on  HSA  Boards  tander  the  provider  cate- 
gory. 

8)  The  Chairman  of  the  HSA  governing  board  and  its 
Executive  Committee  should  be  a  consumer. 
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9)     Recognition  should  be  given  to  scheduling  of  meetings 
so  as  not  to  interfere  with  the  livelihood  of  the  board  members. 

10)  Section  202  (12)  should  be  amended  to  include  at  the 
end  of  the  sentence  "but  not  at  the  expense  of  the  quality  of 
care . " 

11)  Providers  should  not  vote  for  the  consumer  represen- 
tative either  in  the  case  of  election  to  board  membership  or 
for  membership  on  the  executive  committee. 

12)  Section  216   (e)  which  provides  for  public  hearings 

on  the  proposed  Annual  Implementation  Plan;  and  which  requires 
public  notification  at  least  to  30  days  in  advance  of  the  time 
and  place  of  the  hearing  should  be  adopted. 

13)  Like  Section  216   (e) ,  Section  212   (b)(A)ii  should  be 
amended  to  include  public  notification. 

14)  Section  215  should  be  amended  to  include  under  HSA  staff 
expertise  "consumer  or  organizing  experience  for  the  pxirposes  of 
providing  outreach." 

Again,  NCSC  is  very  concerned  over  the  composition  of 
the  HSA  Boards  and  of  the  boards'  accountability  to  the  public. 
H.R.  10460  unfortunately  does  not  go  far  enough  in  resolving  . 
this  issue.     Section  210  in  effect  says  to  the  HSAs,  HEW  does 
not  kiiow  how  you  were  selected.     Tell  us  and  the  Secretary 
of  HEW  will  tell  you  if  the  selection  process  is  satisfactory. 
For  example,  at  the  very  minimum,  there  should  be  adequate 
recall  positions  and  standard  terms  of  service.  Nevertheless, 
the  inclusion  within  this  section  of  the  requirement  that  there 
be  broad  participation  in  the  selection  process  eind  that  such 
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participation  will  be  encouraged  and  facilitated  is  certainly 
a  step  in  the  right  direction. 

In  this  light  NCSC  would  recommend  that  there  ought  to  be 
included  in  the  Act,  perhaps  under  the  authority  of  the  Statewide 
Health  Coordinating  Councils,  an  adequate  outreach  and  public 
relations  function.     By  "outreach,"  we  mean  the  ability  to  commu- 
nicate with  and  bring  into  the  process  local  consumer,  labor 
and  pxiblic  interest  groups. 

A  corollary  problem  associated  with  the  consumer  composition 
of  the  HSA  Boards  is  the  ability  of  the  cons\amer  representatives 
to  perform  their  fxinction  without  being  constantly  overwhelmed 
by  the  complex  technical  nature  of  the  material.     Unlike  the 
providers  whose  bread  and  butter  is  the  day-to-day  functioning 
of  the  health  care  delivery  system,  the  typical  consumer  does 
not  have  the  access  to  professional  health  staff  and  professional 
orgcuiizations . 

Ms.  Minnie  Gaston,  a  member  of  the  National  Council  on 
Health  Planning  and  Development  presented  to  the  Council  a 
resolution,  which  was  adopted  unanimously  on  September  24,  1977, 
directing  the  state  to  look  into  this  problem  cind  make  recommen- 
dations.    We  point  this  out  for  two  reasons:     one,  because  it 
further  substantiates  the  problem  of  providing  technical  assis- 
tance to  consumers  and,  secondly,  because  within  the  resolution 
Ms.  Gaston  remarks  that  she  is  aware  of  the  assistance  and  the 
roll  of  the  ten  Centers  of  Health  Planning.     Nevertheless,  she 
concludes,  "consideration  might  be  given  to  the  development  of 
an  additional  Center  or  network  of  groups  whose  primary  purpose 
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would  be  to  provide  technical  and  consultant  services  to  consumer 
representatives  involved  in  the  health  planning,  decision-making 
process."     (emphasis  added) 

Finally,  Mr.  Chairman,  NCSC  is  concerned  over  the  lack 
of  recognition  given  to  the  long-term  care  system  in  the  Health 
Planning  Act.     This  oversight  is  surprising  given  the  fact  that 
fully  one-third  of  the  Medicaid  dollar  goes  to  long-term  care 
services.     For  instance,  long-term  care  services  are  not  found 
in  the  list  of  national  health  priorities. 

We  strongly  believe  that  due  priority  ought  to  be  given 
to  developing  efficient  and  adequate  long-term  care  facilities 
both  within  and  outside  the  medical  model.     Therefore,  NCSC 
recommends  that  long-term  care  be  listed  among  the  priorities 
set  out  in  Section  1502  as  well  as  in  Section  1620  which  deals 
with  the  priorities  in  terms  of  project  grants. 

In  this  regard,  we  would  recommend  amending  Section  1625, 
"Project  Grants,"   (b)(1),  to  include  monies  for  conversion  of 
existing  facilities  into,  long-term  care  facilities  including 
adult  day  care  and  day  hospitals. 

Mr.  Chairman,  we  applaud  the  efforts  of  yourself  and  the 
Committee  for  the  progressive  leadership  you  have  shown  in  the 
field  of  health.     Though  we  have  been  critical  today  of  details 
of  the  Health  Planning  Act,  we  are  fully  supportive  of  the  con- 
cept embodied  in  the  Act.     NCSC  is  an  earnest  and  long-time 
supporter  of  health  planning  and  consumer  involvement  in  the 
health  care  system.     This  Act  and  the  proposed  revisions  in 
H.R.  10460  go  a  long  way  in  reflecting  the  philosophy  of  the 
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National  Council  and  its  members.     Again,  we  recognize  the 
difficulty  of  resolving  as  complicated  an  issue  as  consumer 
representation  in  the  health  planning  process.     But  it  is  im- 
portant to  avoid  the  danger  of  having  the  role  of  the  consumer 
become  one  of  rhetoric  rather  than  fact. 
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Mr.  Rogers.  Thank  you  very  much,  Mr.  Mohn,  for  a  very  excellent 
statement.  It  will  be  gone  over  very  carefully.  Thank  you  for  your 
presence  here  today. 

Miss  Carmady  ? 

Ms.  Carmady.  Congressman  Rogers,  we  did  submit  the  written 
testimony  [see  p.  450],  so  I  will  just  briefly  summarize  our  main 
concerns. 

Mr.  Rogers.  Surely. 

STATEMENT  OE  THERESA  CARMADY 

Ms.  Carmady.  At  this  point  in  the  act,  there  is  really  not  a  strong, 
or  clear,  definition  of  the  role — or  let's  say  the  relationship  the  HSA's 
have  with  the  tribes,  and  this  has  prevented  chaos  and  it  has  basically 
caused  a  lack  of  participation  by  the  tribes  with  the  HSA's. 

I  know  that  both  of  you  are  familiar  with  the  Indian  Health  Care 
Improvement  Act  which  was  passed  just  a  few  years  ago,  and  it  did 
go  through  this  subcommittee. 

Mr.  Rogers.  Last  year. 

Ms.  Carmady.  Right. 

Now,  in  that  act,  tribes  were  called  upon  to  submit  tribal-specific 
health  plans  in  the  year  1979  to  the  Secretary  of  HEW.  Now,  the 
problem  we  see  is  that  the  HSA's  are  basically  ignoring  the  develop- 
ment of  the  tribal-specific  health  plans  and  at  this  point  it  is  just 
really  not  clear  what  kind  of  authority  the  HSA's  really  have  in 
identifying  reservation-based  needs,  because  the  act  in  no  way  defines 
that  kind  of  relationship. 

So,  as  we  see  it  now,  the  tribes  on  the  one  hand  are  developing 
these  tribal-specific  health  plans,  and  then  on  the  other  hand,  the 
HSA's  are  definitely  looking  into  the  reservation  needs,  but  at  this 
point  no  one  knows  to  what  extent. 

And  so  we  might  end  up,  in  1979,  with  HSA's  submitting  one  plan 
and  then  the  tribes,  on  the  other  hand,  submitting  another  plan.  There 
is  funding  within  the  health  care  improvement  act  to  develop  these 
tribal-specific  health  plans  and  the  tribes  have  been  really  active  in 
developing  those  plans,  and  I  think  that  they  will  really,  you  know, 
prove  to  be  adequate. 

But  I  think,  you  know,  our  whole  concern  is  that  both  the  tribes 
and  the  HSA's  could  benefit  one  and  the  other  and  working  together, 
but  because  that  relationship  has  not  been  defined,  tribes  have  tended 
to  stay  away.  And  because  of,  let's  say,  local  problems  too — you 
know,  the  kind  of  participation  

Mr.  Rogers.  Perhaps  your  Council  could  suggest  language  that  we 
could  look  at  if  it  might  help  in  this  situation  and  the  committee 
would  be  glad  to  review  it. 

Ms.  Carmady.  i^nd  on  the  last  page  of  the  testimony  there  is  an 
attachment  from  region  X.  Region  X  has  come  out  with  a  very  good 
statement  on  the  relationship  between  the  tribes  and  the  HSA's  that 
basically  points  out  some  of  the  language  that  might  be  necessary. 

Mr.  Rogers.  That  would  be  helpful.  If  you  would  be  in  touch  with 
staff,  that  will  be  helpful. 
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Mr.  Press.  We  will  be  having  a  National  Indian  Health  meeting  in 
Albuquerque  in  2  weeks  and  we  will  come  back  right  after  that  and 
have  an  opportunity  to  meet  with  your  staff. 

[Testimony  resumes  on  p.  457.] 

[Mr.  Carmady's  prepared  statement  and  attachments  follow :] 
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STATEMENT  OF  THE  NATIONAL  INDIAN  HEALTH  BOARD.  INC.  AND  THE 
NATIONAL  CONGRESS  OF  AMERICAN  INDIANS  BEFORE  THE  HOUSE  COMMERCE 
SUBCOMMITTEE  ON  HEALTH  AND  THE  ENVIRONMENT  ON  THE  NATIONAL  HEALTH 
PLANNING  AND  RESOURCES  DEVELOPMENT  ACT  OF  1974  (P.L.  93-641). 
JANUARY  31,  1978 


The  National  Indian  Health  Board,  formed  as  a  non-profit  organization  in 
1972,  advocates  that  "health  care  services  delivered  to  American  Indians 
and  Alaska  Natives  should  be  of  the  highest  quality  and  of  sufficient 
quantity  so  that  American  Indians  and  Alaska  Natives  attain  an  equal  or 
better  health  condition  than' other  American  citizens".    NIHB  is  further 
organized  to  "review  and  comment  on  all  national  policies  proposed  by  the 
Indian  Health  Service  and  other  federal  agencies  which  serve  or  should  be 
serving  American  Indians  or  Alaska  Natives  and  to  recommend  to  them  such 
policies  as  are  necessary  to  improve  the  health  services  provided  by  those 
agencies  to  American  Indians  and  Alaska  Natives".    As  a  result,  NIHB  has  been 
providing  advisory  consultative  and  guidance  services  for  the  Indian  Health 
Service  and  has  over  the  years  acquired  the  knowledge,  expertise,  ability 
and  desire  to  perform  its  vital  role  to  the  Indian  Health  Service  and  the 
Indian  community. 

NIHB  provides  a  mechanism  for  monitoring  national  legislation  affecting 
Indian  health.     In  this  capacity,  NIHB  is  monitoring  the  activities  of 
agencies  and  entities  created  by  Public  Law  93-641 ,  the  National  Health 
Planning  and  Resources  Development  Act  of  1974. 

Four  years  after  its  passage,  the  impact  of  P.L.  93-641  upon  American  Indian 
and  Alaska  Native  future  health  services  remains  unclarified.    The  Law  moves 
to  correct  maldistribution  of  health  care  through  health  planning  and  deals 
with  the  rapid  increase  in  health  resources  locally  through  the  creation  of 
a  Health  Systems  Agency  (HSA) .     Specifically,  in  relation  to  Indian  tribes  and 
people,  HSAs  are  mandated  by  P.L.  93-641  to  function  as  providers  of  certain 
services.    In  a  statement  from  the  law,  these  services  are: 

(1)  Each  health  system  agency  shall  provide  each  Indian  tribe  or 
intertribal  Indian  organization  which  is  located  within  the 
agency's  health  service  area  information  respecting  the  avail- 
ability of  the  Federal  funds  described  in  the  first  sentence  of 
Sec.  1513  (e)  (1)  (a)  of  the  Act;  and 

(2)  (In  reference  to  proposed  use  of  Federal  funds  for  Indian  tribes 
and  Alaska  Natives) ...  a  health  systems  agency  shall  only  review 
and  comment  on  such  proposed  use  (Sec.  1513  (e)   (1)  (b) . 


Each  service  or  function  seems  harmless,  yet  both  have  resulted  in  numerous 
unanswered  questions  and  pose  serious  problems  for  Indian  tribes,  Alaska 
Natives  and  Indian  people  generally. 
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Because  the  role  of  the  HSA  vis-a-vls  Indians  is  potentially  an  active, 
though  unclarified  role,  Indian  people  and  tribes  raise  several  issues, 
one  of  which  is  the  sovereignty    issue.     Indian  reservations  clearly  fall 
within  the  planning  areas  of  some  HSAs.    Because  of  this,  the  unresolved 
question  is  what  authority  an  HSA  has  over  health  activities  on  reservations. 
Relative  to  this  major  question  are:  Does  the  "review  and  comment"  authority 
diminish  tribal  sovereignty?    Do  HSA  health  plans  supercede  reservation 
health  plans?    If,  for  example,  reservation  population  figures  are  used  in 
HSA  health  plans  and  if  funds  are  appropriated  to  the  states  based  on  that 
population  including  Indians,  is  a  share  of  those  funds  available  to  Indian 
tribes?    These  questions  point  out  a  need  to  review  the  whole  planning  law 
and  its  relationship  to  Indian  tribes.     Inadvertently  or  otherwise,  P.L. 
93-641  does  present  a  very  serious  threat  to  tribal  sovereignty. 

Indian  experience  with  P.L.  93-641  to  date  shows  a  patchwork  of  different 
relationships  established  nationally.    These  relationships  range  from  Indian 
non-participation  to  the  establishment  of  sub-area  councils  for  specific  tribes. 
Congress  and  DHEW  have  never  addressed  the  relationship  between  P.L.  93-641 
creations  and  the  Indian  health  care  delivery  system.    Given  this  failure  to 
address  the  Indian  relationship  to  the  P.L.  93-641  process,  each  tribe  has 
developed  or  negotiated  a  different  arrangement  depending  on  (1)  the  knowledge 
and  bargaining  power  available  to  the  tribe  and  (2)  the  attitude  of  the  non- 
Indian  community  towards  Indian  people.    As  expected,  where  a  tribe  was  well 
informed  on  the  health  planning  law  and  had  established  a  firm  bargaining 
position  on  what  it  wanted,  a  favorable  arrangement  on  its  participation  on 
the  HSA  was  negotiated.    Likewise,  if  the  opposite  was  true,  tribes  have  had 
to  accept  unfavorable  roles  on  the  HSA  which  have  compromised  tribal  sover- 
eignty and  other  basic  tribal  rights. 

Legislative  as  well  as  administrative  changes  must  be  effected  to  make  the 
Health  Planning  and  Resources  Development  Act  more  responsive  to  Indian  needs. 
NIHB  believes  that  many  of  the  problems  can  be  resolved  without  new  legislation 
if  effective  guidelines  or  regulations  are  issued.    At  this  time,  NIHB  is  not 
in  a  position  to  recommend  or  point  out  specific  changes  or  language  within 
P.L.  93-641    However,  NIHB  recognizes  that  certain  changes  must  occur  in  P.L. 
93-641.    P.L.  93-641  must  have  an  Indian  amendment  that  has  specific  language 
requiring  HSAs  to  respect  the  sovereign  status  of  Indian  tribes  and  requiring 
DHEW  to  adopt  regulations  defining  how  that  should  be  implemented.    In  requir- 
ing the  HSAs  to  respect  the  sovereign  status  of  Indian  tribes  and  requiring 
DHEW  to  adopt  regulations  implementing  this  requirement,  flexibility  is 
needed  for  the  different  arrangements  that  tribes  have  already  developed, 
want,  or  need  with  the  HSAs. 

Secondly,  P.L.  93-641  must  contain  specific  language  that  stresses  and  utilizes 
the  tribes'  own  health  planning  structures  and  capabilities  on  the  HSA  total 
plan.    Also  the  need  for  coordination  between  non-Indian  and  Indian  health 
systems  at  points  where  they  meet,  i.e.,  contract  care,  must  be  addressed. 
Thirdly,  the  HSAs  have  review  and  approval  authority  over  the  plans  and  budgets 
of  health  providers  within  their  areas.    In  the  Indian  case,  P.L.  93-641  must 
provide  a  mechanism  or  language  that  give  tribes  authority  in  development  of 
plans  for  their  reservations  and  to  have  review  and  approval  authority  over  the 
plans  and  budgets  of  all  direct  federal  health  programs  operating  on  their  res- 
ervations, as  well  as  over  any  other  non-tribal  health  programs.    Lastly,  P.L. 
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93-641  must  address  the  issue  of  tribal  planning  activities  by  providing  a 
funding  mechanism,  local  or  national,  for  those  tribal  activities.  Again, 
the  NIHB  is  only  pointing  these  out  as  areas  of  P.L.  93-641  in  relation  to 
Indians  that  need  clarification  or  development. 

Specific  recommendations  on  P.L.  93-641  addressing  the  Indian  issue  will  be 
forthcoming  to  the  Committee  from  the  Second  National  Indian/Alaska  Native 
Health  Conference  to  be  held  at  the  Albuquerque  Convention  Center,  Albuquerque, 
New  Mexico,  February  12-15,  1978.     This  conference,  hosted  by  the  National 
Indian  Health  Board  hopes  to  produce  great  strides  in  the  progress  of  Indian 
health  and  to  address  such  crucial  issues  as  raised  by  P.L.  93-641.  After 
the  conference,  we  would  appreciate  the  opportunity  to  return  to  the 
Committee  and  discuss  with  you  the  specific  recommendations  on  P.L. 
93-641  that  emerge  from  the  conference. 

The  NIHB  expresses  its  appreciation  to  Congress  for  the  opportunity  to  provide 
testimony  on  P.L.  93-641.    Furthermore,  as  part  of  the  written  record  and 
attached  to  this  testimony  to  be  submitted,  NIHB  would  like  to  include  Policy  , 
Resolution  #2  of  the  Health  and  Welfare  Concerns  Committee  of  the  National 
Congress  of  American  Indians  which  was  passed  and  adopted  by  the  34th  Con- 
vention of  the  National  Congress  of  American  Indians  in  September,  1977  in 
Dallas,  Texas. 
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Policy  Resolution  No. 
THE  NATIONAL  HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT  ACT  OF  1974   (P.L.  ^^3-641) 
Adopted  September  20,  1977 

The  National  Indian  Health  Board  (NIHB)  composed  of  twelve  members  elected  from  area  health  boards  desig- 
nated by  the  Indian  Health  Service  serves  a  major  corss  section  of  the  American  Indian  population.     Since  its  for- 
mation in  1972,  NIHB  has  advocated  that  "health  care  services  delivered  to  American  Indians  and  Alaska  Natives 
should  be  of  the  highest  quality  and  of  sufficient  quantity  so  that  American  Indians  and  Alaska  Natives  attain 
an  equal  or  better  health  condition  than  other  American  citizens".     NIHB  is  organized  to  "review  and  comment  on 
all  national  policies  proposed  by  the  Indian  Health  Service  and  other  federal  agencies  which  servie  or  should  be 
serving  American  Indians  or  Alaska  Natives  and  to  recommend  to  them  such  policies  as  are  necessary  to  improve 
the  health  services  provided  by  those  agencies  to  American  Indians  and  Alaska  Natives".    As  a  result,  NIHB  has 
been  providing  advisory,  consultative  and  guidance  functions  for  the  Indian  Health  Service.     NIHB  over  the  years 
has  acquired  the  knowledge,  expertise,  ability  and  desire  to  perform  its  necessary  service  to  the  Indian  Health 
Service. 

Recently,   the  National  Indian  Health  Board  exercised  its  responsibility  to  provide  advisory  functions  for 
the  Indian  Health  Service  and  HEW  and  to  insure  Indian  input  at  the  national  level  of  National  Health  insurance 
issues,  recommended  to  HEW  Secretary,  Joseph  A.  Calif ano,  that  an  Indian  person  be  placed  on  his  Health  Insurance 
Task  Force.     This  recommendation  resulted  in  the  selection  of  Cecil  Williams,  Chairman  of  the  Papago  Tribe.  His 
selection  assures  for  American  Indians  and  Alaska  Nativ-s  that  their  interests  concerning  National  Health  Insur- 
ance   will  be  well  represented. 

NIHB,  as  a  mechanism  for  the  monitoring  of  national  legislation  concerning  Indian  health  issues  has  proven  to 
be  successful.     NIHB  presently  is  Involved  in  monitoring  the  activities  of  agencies  and  entities  created  by 
Public  Law  93-641  and  what  effects  those  activities  have  on  Indian  tribes  and  people. 

Three  years  after  its  passage,  the  impact  of  P.L.  93-641,  the  National  Health  Planning  and  Resource 
Development  Act  of  1974,  upon  American  Indian  and  Alaska  Native  future  health  services  remains  unclarified. 
This  Act  moves  to  correct  maldistribution  of  health  care  and  to  slow  the  rapid  increase  in  health  care  cost 
through  the  use  of  Health  Systems  Agencies  (HSA) .     The  authorities  vested  in  these  local  health  planning  bodies 
pose  several  vexing  problems  for  American  Indians  and  Alaska  Natives. 

Unresolved  questions  are: 

(1)  Does  a  health  plan  developed  by  a  HSA  supercede  reservation  health  activitie's? 

(2)  Could  the  HSA's  "review  and  comment"  authority  over  certain  tribal  funding  proposals  cause 
them  to  be  not  funded? 

(3)  Are  Indian  reservations  or  tribal  jurisdictions  totally  under  the  authority  of  HSA's? 

(4)  Could  HSA's  close  IHS. hospitals  or  eliminate  Indian  Health  Service  because  they  duplicate 
services  of  a  nearby  non-Indian  facility? 
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If  and  when  National  Health  Insurance  is  passed,  the  HSA  will  probably  play  a  major  role  in  determining 
how  NHI  funds  are  allocated  at  the  local  level.     In  a  sense,  P.L.  93-641  is  the  planning  component  and  NHl  the 
financing  component  of  a  broad  federal  health  care  strategy. 

In  addition  to  the  HSAs,  the  Act  created  various  health  planning  bodies  at  the  state  level  and  a  national 
council  on  Health  Planning  and  Development.  Ten  centers  of  he.ilth  planntnc  witp  est.ibHshed  .iround  the  coiincry 
to  provide  technical  assistance  on  health  planning  and  development  to  HSAs. 

IMPLICATIONS  OF  P.L.  93-641  FOR  INDMNS 

A.  Benefits  to  Tribes  from  P.L.  93-641 

(1)  A  mechanism  for  coordination  with  the  non-Indian  health  community.  As  tribal  health  programs  grow,  there  is 
a  need  for  improved  coordination  between  them  and  the  non-Indian  health  community.  First,  Indian  people  use 
the  non- Indian  health  ere  systems  through  contract  care  and  as  individuals.  Because  of  this,  improved  health 
care  services  can  result  from  good  links  between  the  system.  Secondly,  by  developing  good  coordination,  it 
will  forstall  any  effort  to  eliminate  the  Indian  system  as  duplicative  because  tribes  can  demonstrate  that 
efficient  and  effective  sets  of  linkages  between  the  two  systems  have  already  been  developed.  The  HSA  system 
provides  a  mechanism  for  providing  this  kind  of  coordination. 

(2)  Planning  Expertise. 

HSAs,  centers  for  health  planning  and  other  parts  of  P.L.  93-641  systems,  are  developing  a  range  of  skills 
in  the  health  planning  area.    As  tribal  health  programs  grow,  they  will  need  these  skills  and  P.L.  93-641 
components  can  serve  as  technical  resources  to  tribal  health  departments  and  authorities.     From  the  tribe's 
point  of  view,  it  might  be  useful  to  receive  some  technical  assistance  from  a  source  independent  of  the  IHS 
system  in  order  to  give  the  tribes  a  different  perspective. 

B.  Funding 

The  various  P.L.  93-641  components  could  be  a  possible  source  of  funding  for  tribal  health  programs.  The 
HSAs  are  authorized  to  make  grants  to  entities,  such  as  tribes,  to  do  health  planning.  In  a  few  years, 
thS  HSAs  will  be  making  developmental  grants  to  entities  to  establish  health  services  now  lacking  in  their 
area.  P.L.  93-641  also  controls  funds  for  the  construction  and  modernization  of  health  facilities.  While 
this  part  of  P.L.  93-641  has  not  been  funded,  appropriations  may  be  provided  in  the  near  future  and  tribes 
could  use  the  funds  to  build  outpatient  clinics  and  other  health  facilities. 

C.  Tribal  Sovereignty 

Indian  reservations  clearly  fall  within  their  (HSA)  planning  area.    The  unresolved  question  is  what  authority 
the  HSA  has  over  health  activities  on  reservations.    The  greatest  threat  to  tribal  sovereignty  posed  by  P.L. 
93-641  was  eliminated  when  Congress  took  away  the  authority  of  HSAs  to  "review  and  approve"  funding  appli- 
cations submitted  to  the  federal  government  by  Indian  tribes  and  replaced  it  with  language  that  gives  HSAs 
authority  only  to  "review  and  comment".     However,  there  are  other  areas  in  which  an  HSA  could  potentially 
exercise  some  authority  over  reservation  health  activities. 

Presently,  there  are  no  clear  answers  to  the  question  posed  on  tribal  sovereignty  and  other  issues  by  P.L. 
93-641.     How  they  are  answered  by  individual  HSAs  or  by  HEW  national  policy  will  have  major  implications 
for  Indian  health  programs  in  the  future.    Therefore,  Indian  involvement  in  P.L.  93-641  issues  is  essential 
to  insure  these  questions  are  answered  in  a  way  that  protects  and  does  not  diminish  tribal  sovereignty 
and  tribal  power  to  set  their  own  health  service  priorities. 

D.  Link  to  National  Health  Insurance 

The  health  planning  legislation  is  tied  to  NHI.     If  tribes  do  not  develop  acceptable  arrangements  with  the 
HSAs  now,  the  negative  aspect  of  the  relationship  between  tribes  and  HSAs  will  rpobably  be  carried  over  to  NHI 
where  the  stakes  will  be  much  higher.     Therefore,  P.L.  93-641  must  be  addressed  as  part  of  the  Indian  com- 
munity's effort  to  make  NHI  responsive  to  Indian  concerns. 

P.L.  93-641  has  Important  implications,  both  positive  and  negative  for  Indian  health  programs.  How  P.L.  93- 
641  actually  impacts  Indian  health  programs  will  depend  on  how  effectively  the  Indian  health  community  pushes 
its  position  on  HEW  and  the  HSAs  in  Indian  country. 

INDIAN  EXPERIENCE  TO  DATE  ON  P.L.  93-641 

It  must  be  stated  that  Congress  and  therefore,  the  federal  government  has  never  addressed  the  relationship  be- 
tween P.L.  93-641  creations  and  the  Indian  health  care  structure.    NIHB  feels  that  a  focused  effort  on  its  part 
could  result  in  HEW  guidelines  and  legislative  amendments  that  resolve  the  various  issues  discussed  in  the 
"Implications"  section  of  this  statement  in  the  tribes'  favor. 

Tribal  experiences  with  P.L.  93-641  have  been  exactly  what  one  might  expect,  given  the  failure  of  Congress  and 
HEW  to  address  the  relationship  of  Indians  to  the  P.L.  93-641  process.  As  expected,  each  tribe  has  worked  out 
a  different  arrangement  depending  on  (1)  the  knowledge  and  bargaining  power  available  to  the  tribe  and  (2)  the 
attitude  of  the  non-Indian  community  towards  Indian  people.  Where  a  tribe  was  well  informed  on  P.L.  93-641  and 
had  established  its  bargaining  position  on  what  it  wanted,  it  was  able  to  work  out  a  favorable  arrangement  on  its 
participation  in  the  HSA.  Where  those  factors  were  not  present,  tribes  have  been  forced  to  accept  roles  on  the 
HSA  that  compromise  tribal  sovereignty  and  which  are  generally  unfavorable  to  the  tribes. 
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AGENDA  FOR  ACTION 

A.  Tribes  clearly  need  hard  information  on  what  their  rights  are,  what  their  options  are,  and  what  kinds  of 
arrangemeniiE  have  been  negotlatel  by  other  tlrbes  In  the  country.    Good  data  on  the  problems  that  have 
arisen  is  essential  back  up  to  any  effort  to  get  administrative  and  legislative  action  to  deal  with  Indian 
P.L.  93-641  Issues.     The  most  favorable  tribal  arrangements  on  P.L.  93-641  resulted  when  teh  tribe  had  good 
information  on  their  rights  and  negotiated  hard  for  a  favorable  arrangement.     NIHB  ha<3  begun  and  will  con- 
tinue to  collect  Information  on  the  experiences  of  tribes  around  the  coutnry  who  are  dealing  with  P.L.93- 
641.     With  its  network  of  area  and  local  health  boards,  it  may  prove  easier  for  NIHB  to  collect  information 
on  the  problems  that  tribes  have  had  with  P.L.  93-641  and  the  arrangements  they  have  developed  with  their 
local  HSAs. 

B.  NIHB  will  initiate  discussion  with  the  Bureau  of  Helath  Planning  and  Resource  Development  on  the  Joint  NIHB- 
HEW  development  of  guidelines  on  how  HSAs  must  relate  to  tribes  in  the  areas.    Many  of  the  problems  can  be 
resolved  without  new  legislation  if  effective  guidelines  or  regulations  are  issued. 

C.  NIHB  will  seek  to  provide  assistance  to  tribes  that  are  trying  to  determine  how  they  should  relate  to  their 
HSAs  or  are  seeking  to  alter  an  unfavorable  relationship  developed  earlier. 

To  assist  in  this  role  NIHB  will  request  the  help  of  the  Center  for  Health  Planning,  the  technical  assistance 
units  created  by  P.L.  93-641.     Since  one  of  the  cneters  is  located  in  Denver,  NIHB  will  ask  HEW  to  have  the 
Denver  Center  assume  nationwide  responsibility  for  Indian  matters  on  P.L.  93-641  and  to  work  with  NIHB  to 
provide  technical  assistance  to  the  tribes.     This  arrangement  would  combine  the  technical  expertise  of  the 
center  with  NIHB's  knowledge  of  Indian  health  concerns  to  rpovide  an  effective  team  for  assisting  tribes 
on  P.L.  93-641.     NIHB  nad  the  Denver  Center  for  Health  Planning  would  then  seek  to  play  the  broader  role 
of  providing  technical  assistance  to  tribes  on  health  planning.     Due  to  tribes  having  to  develop  health 
planning  skills,  assistance  from  teh  NIHB  Center  team  would  allow  them  to  benefit  from  the  health  planning 
techniques  and  innovative  Ideas  developed  in  the  non-Indian  health  system  and  would  give  them  a  source  of 
assistance  independent  of  IHS . 

D.  Given  the  relationship  between  P.L.  93-641  and  NHI,  NIHB  will  direct  its  Core  Group  on  National  Health 
Insurance  to  involve  itself  in  the  P.L.  93-641  activities  to  Insure  that  any  positions  developed  on  P.L.  93- 
641  coincide  with  the  Indian  position  on  National  Health  Insurance. 

E.  NIHB  will  develop  a  set  of  amendments  concerning  the  Indian  position  and  will  attempt  to  include  them  in  the 
legislative  package  that  HEW  will  be  sending  to  Congress.    Possible  areas  for  these  amendments  include: 

(1)  Language  requiring  HSAs  to  recognize  the  unique  status  of  tribes.     This  language  would  also  discuss 
tribal  sovereignty. 

(2)  HSAs  have  certain  authority  over  health  providers  in  their  areas  that  tribes  lack.    This  is  different 
from  the  positions  of  a  tribe  which  develops  a  health  plan  for  its  reservation;  it  has  no  authority 
to  make  IHS  follow  that  plan.     For  all  the  Improvements  in  tribal  health  capacity,  their  role  vis-a- 
vis IHS  is  still  advisory.      A  tribe  definitely  should  have  an  option  or  some  middle  ground  between 
that  of  being  advisory  and  that  of  contracting  entire  programs.     One  of  the  recommendations  of  the 
American  Indian  Policy  Review  Commission  is  that  legislation  be  adopted  requiring  IHS  to  follow  any 
plan  developed  by  the  tribe.    This  kind  of  provision  is  contained  in  the  BIA's  P.L.  93-638  regu- 
lations (272.24).     It  is  appropriate  that  P.L.  93-641  should  have  the  same  provisions  since  it  would 
give  tribes  the  same  authority  over  their  health  provider  that  HSAs  are  getting  over  their  providers. 

(3)  A  tribal  entitlement  created  to  acquire  some  of  the  planning  funds  being  provided  to  the  HSAs  through 
an  Indian  set-aside  of  percentage  of  planning  funds.    The  need  for  these  monies,  however,  should  be 
evaluated  closely.    Unless  theneed  is  really  great,  it  might  be  better  to  seek  funding  under  P.L.  94- 
437  and  P.L.  93-638  since  Congress  has  laready  appropriated  large  amounts  of  money  for  these  laws. 

SUMMARY  OF  AGENDA  FOR  ACTION 

Due  to  P.L.  93-641  being  an  important  piece  of  health  legislation,  there  is  a  need  to  provide  tribes  with  infor- 
mation, advocacy,  and  technical  assistance.  HEW  must  be  educated  to  the  unique  needs  of  Indian  people.  Legis- 
lative changes  must  be  effected  to  make  the  Act  (P.L.  93-641)  more  responsive  to  Indian  needs. 

The  National  Indian  Health  Board  is  willing  to  assume  the  responsibility  for  these  activities  with  the  willing 
assistance  of  NCAI.  NIHB  has  already  joined  the  Consumer  Coalition  for  Health  in  an  effort  to  improve  P.L.  93- 
641  so  that  the  health  care  system  is  more  responsive  to  consumer  control. 
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subject:    93-641  Relative  to  Indian  Reservations/Alaska  Native  Regions 


The  following  points  have  been  established  by  the  Division  of  Resource 
Development  as  their  position  relative  to  Indian  Reservation/Alaska 
Native  Regions  and  PL93-641,  and  are  proposed  as  Region  X  policy. 

1.    Indian  Reservations /Alaska  Native  Regions  retain  their  health  planning 
and  development  autonomy  \>?ithin  the  States  under  PL-93-641.  However, 
they  may  be  designated  Sub  Areas      at  their  request.    Where  such  a 
role  is  developed,  a  HSA  must  take  into  consideration  Indian  health 
service  development  plans  in  the  conduct  of  their  planning  and 
development  processes,  in  addition  to  review  and  comment  of  Indian 
health  grants  and  proposals  as  established  under  PL-93-641. 


2.  As  Health  Service  Areas  circumscribe  Indian  Reservations /Alaska 
Native  Regions,  Health  Systems  Agencies  shall  include  Indians/Alaska 
Natives  in  their  membership  who  are  delegated  by  the  governing  body 
of  that  Indian  Reservation/Alaska  Native  Region.    Additionally,  HSA's 
shall  encoarage  such  participation. 

3.  Indian/Alaska  Native  participation  by  representation  of  Indian/Alaska 
Natives  governing  bodies  shall  be  encouraged  in  the  formulation  of 
memberships  to  Statewide  Health  Coordinating  Councils. 

4.  The  provision  of  technical  assistance  by  Health  Systems  Agencies  and 
the  Regional  Center  for  Health  Planning  in  health  planning  and  dev- 
elopment to  Indian  Reservations/Alaska  Native  Regions  will  be 
encouraged,  as'will  sub-contracting  for  such  assistance  as  appropriate. 

5.  Inclusion  of  technically  capable  Indian  staff  to  Regional  Health 
Planning  Centers  will  be  encouraged. 

6.  The  Regional  Health  Planning  Center  Board  shall  address  Indian/Alaska 
Native  concerns  as  proposed  by  Indian/Alaska  Native  governing  bodies. 


Coriciirt'ence 


'Willlaln  E.  Knestls 


David  W.  Johnson,.  M.DJ 
Regional  Health  A^minjjstrator 
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Mr.  Rogers.  Thank  you. 

Thank  you  for  being  here  and  for  bringing  this  to  our  attention. 
Ms.  Carmady.  Thank  you. 

Mr.  Press.  Thank  you  for  the  opportunity  to  testify.  We  realize 

that  it  is  late  

Mr.  Rogers.  Thank  you  so  much. 

The  committee  stands  adjourned  until  10  o'clock  tomorrow  morn- 
ing. 

[Thereupon,  at  5  :45  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene at  10  a.m.  on  Wednesday,  February  1,  1978.] 


HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT 
AMENDMENTS  OF  1978 


WEDNESDAY,  FEBRUARY  1,  1978 

House  of  Representatives, 
Subcommittee  on  Health  and  the  Environment, 

Committee  on  Interstate  and  Foreign  Commerce, 

Washington,  D.O. 
The  subcommittee  met  pursuant  to  notice  at  10  a.m.,  in  room  2123, 
Rayburn  House  Office  Building,  Hon.  Paul  G.  Rogers,  chairman, 
presiding. 

Mr.  Rogers.  The  subcommittee  will  come  to  order,  please.  We  are 
continuing  our  hearings  on  Health  Planning  and  Resources  Develop- 
ment Amendments  of  1978.  We  do  have  a  great  number  of  witnesses 
today  and  if  the  witnesses  could,  it  would  be  helpful  to  the  com- 
mittee if  each  would  summarize  his  or  her  testimony  in  about  5 
minutes. 

Of  course,  the  full  statement  will  be  made  a  part  of  the  record. 

We  will  start  with  the  panel  of  third-party  payors,  Neil  Hollander, 
vice  president  of  the  Blue  Cross  Association ;  Mr.  Henry  A.  DiPrete, 
representing  Health  Insurance  Association  of  America,  second  vice 
president  of  the  John  Hancock  Mutual  Life  Insurance  Co. 

We  welcome  you  gentlemen  to  the  committee.  Your  statements  will 
be  made  a  part  of  the  record  in  full.  If  you  could  summarize  the 
highlights  for  us  it  would  be  helpful,  you  may  proceed. 

STATEMENTS  OF  NEIL  HOLLANDER,  VICE  PRESIDENT,  BLUE  CROSS 
ASSOCIATION;  AND  HENRY  A.  DIPRETE,  ON  BEHALF  OF  HEALTH 
INSURANCE  ASSOCIATION  OF  AMERICA 

Mr.  Hollander.  Thank  you,  Mr.  Chairman.  I  am  Neil  Hollander, 
vice  president  of  the  Blue  Cross  Association,  the  national  coordinating 
entity  of  the  70-member  Blue  Cross  plans  in  the  United  States  and 
Puerto  Rico.  The  comments  which  follow  have  been  shared  with  rep- 
resentatives of  the  Blue  Shield  Association  and  they  are  substantially 
in  agreement  with  them. 

We  appreciate  this  opportunity  to  share  with  you  our  thoughts 
generally  on  amendments  to  the  Health  Planning  and  Resources  De- 
velopment Act,  and  more  specifically,  on  H.R.  10460. 

This  discussion  of  amendments  to  Pub.L.  93-641  comes  at  a  time 
when  the  planning  structure  being  amended  is  still  being  developed. 
There  have  been  delays  in  issuing  regulations  and  in  establishing  a 
National  Council  on  Health  Planning  and  Development. 
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However,  significant  progress  has  been  made  in  creating  new  health 
care  planning  organizations  at  both  State  and  local  levels.  And  much 
should  now  be  done  in  isolating  the  critical  elements  for  success 
amongst  those  agencies  who  have  performed  well. 

We  agree  with  most  of  the  amendments  proposed  in  H.R.  10460  to 
strengthen  health  planning  at  all  levels.  In  addition,  we  believe  it  is 
important  that  Congress  specifically  authorize  a  limit  on  capital 
spending  to  instill  sufficient  discipline  into  the  planning  process. 

Because  capital  structure  in  many  ways  dictates  the  level  of  use, 
efficiency  and  cost  of  health  care  services,  we  feel  strongly  that  capital 
expenditure  limitations  are  critical  to  short-term  and  long-term  con- 
trol of  rising  health  care  cost. 

Such  limits  encourage  State  and  local  planning  agencies  to  ex- 
amine the  relative  value  of  all  needed  services  from  the  standpoint 
of  the  "affordability"  of  each.  To  assure  that  the  limits  strengthen 
existing  health  planning,  we  recommend  two  steps:  a  transitional 
moratorium  on  new  capital  expenditures  followed  by  a  more  per- 
manent capital  limit  program. 

Incidentally,  those  concepts  are  incorporated  in  the  voluntary  cost 
containment  program  outlined  by  the  American  Medical  Association, 
American  Hospital  Association  and  Federation  of  American  Hos- 
pitals. 

NATIONAL  GUIDELINES 

A  critical  problem  is  the  extent  to  which  national  planning  guide- 
lines should  be  imposed  on  local  and  State  bodies.  To  insure  that 
planning  agencies  can  assess  their  local  needs  locally  during  their 
developmental  period,  we  recommend  either,  (1),  the  deletion  of  the 
requirement  that  Health  Systems  Plans  be  consistent  with  the  national 
guidelines  or,  (2),  an  explicit  definition  that  "consistent  with"  does 
not  mean  "the  same  as." 

We  also  recommend,  however,  that  local  agencies  justify  instances 
where  their  goals  and  standards  are  not  consistent  with  the  national 
guidelines.  This  recommendation  is  based  on  our  belief  that  emphasis 
should  continue  to  be  placed  on  assuring  a  bottom-up  development  of 
health  plans  which  reflect,  to  the  extent  feasible,  the  perceived  pri- 
ority needs  of  providers  and  consumers  at  the  local  level. 

Such  plans  should  contain  local  and  State  level  perceptions  of 
specific  health  status  goals,  and  specific  supply  and  use  requirements 
associated  with  attainment  of  these  goals.  We  recognize  the  good  work 
already  done  by  this  committee  and  its  chairman  in  resolving  this 
problem. 

At  the  same  time,  to  avoid  dissipating  national  effort  on  many 
different  goals.  Congress  could  authorize  the  secretary  to  rank  critical 
goals  and  the  existing  programs  that  might  affect  those  goals.  We 
would  be  better  served  by  focusing  on  priorities  and  doing  them  well 
rather  than  by  trying  to  do  everything  at  once. 

It  is  equally  important  that  the  goals  be  stated  before  establishing 
standards  for  reaching  them.  It  follows  that  we  support  section  201 
which  would  require  the  secretary  to  consider  State  and  local  health 
plans  as  the  basis  for  modifying  the  national  guidelines. 
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NATIONAL  HEALTH  PRIORITIES 

It  is  important  to  emphasize  national  health  priorities  in  the  de- 
velopment of  national  guidelines  and  local  and  State  plans.  We  are 
especially  concerned  that  provision  of  primary  care  services  in  med- 
ically underserved  areas  receive  close  attention  at  all  levels  of  plan- 
ning. 

We  further  support  the  proposal  to  emphasize  discontinuance  of 
duplicate  and  unneeded  services  and  assurance  of  more  appropriate 
and  efficient  use  of  health  care  services. 

CERTIFICATE  OF  NEED 

The  creation  of  effective  mechanisms  dealing  with  the  acquisition 
of  major  medical  equipment  is  critically  important  to  the  success  of 
the  planning  process  in  insuring  the  equitable  and  efficient  distribu- 
tion of  health  care  services.  There  are  four  major  points  I  would 
like  to  make  in  this  regard. 

First,  the  Blue  Cross  Association  and  the  Blue  Shield  Association 
are  deeply  concerned  with  the  problem  of  artificial  shifts  in  the  pro- 
vision of  services  between  hospitals  and  other  providers  in  order  to 
circumvent  regulatory  controls. 

To  address  this  problem,  the  Blue  Cross  Association  supports  the 
extension  of  State  certificate-of-need  program  controls  to  include 
capital  expenditures  for  major  medical  equipment,  regardless  of 
setting.  The  Blue  Shield  Association  has  taken  a  position  in  support 
of  the  use  of  the  reimbursement  mechanism  to  provide  strong  incen- 
tives or  sanctions  to  prevent  the  proliferation  and  unwarranted  util- 
ization of  such  equipment. 

Second,  it  is  important  that  certificate-of-need  controls  be  applied 
to  Federal  hospitals  since  they  clearly  affect  the  supply  and  distribu- 
tion of  health  care  resources. 

And  third,  HMO's  should  be  more  subject  to  no  more,  and  no 
fewer,  controls  than  other  providers.  Recognizing  the  possible  prob- 
lems of  HMO's  that  rely  on  the  traditional  delivery  system,  we  rec- 
ommend that  the  "special  consideration"  provision  for  HMO's  be 
maintained  and  clearly  defined. 

Finally,  we  believe  that  State  certificate-of-need  decisions  should 
be  subject  to  appeal  by  more  persons  and  organizations,  such  as  third 
party  insurers  and  other  relevant  entities  especially  in  situations 
where  there  are  questions  of  need  or  affordability. 

APPROPRIATIONS  REVIEW/RECERTIFICATION 

It  is  not  likely  that  planning  agencies  will  soon  have  the  ability  to 
review  all  institutional  services  simultaneously  or  in  a  short  time 
period.  Therefore,  we  support  the  amendment  granting  the  secretary 
authority  to  identify  the  services  subject  to  such  review. 

In  that  connection,  there  is  a  need  for  financial  incentives  to  re- 
duce unneeded  capacity.  To  address  that  problem,  we  recommend, 
(1),  fixed  costs  associated  with  closure  or  conversion  of  facilities  be 
recognized  by  all  payers  and,  (2)  a  Federal  grant  program  be  estab- 


462 


lished  to  defray  certain  of  the  fixed  costs,  such  as  long-term  debt 
retirement  and  severance  pay  for  employees.  The  amendments  should 
establish  such  a  program  and  projects  involving  it  should  be  identified 
as  needed  in  the  State  health  plan. 

Finally,  Congress  should  authorize  federal  funding  for  demonstra- 
tion projects  to  test  recertification.  We  recommend  demonstrations  in 
place  of  the  requirement  that  inappropriate  services  be  eliminated 
within  4  years  because  there  are  many  unresolved  legal,  financial  and 
technical  issues  associated  with  the  design  and  administration  of  such 
programs. 

NEW  MEDICAL  TECHNOLOGY 

Establishment  of  a  national  monitoring  mechanism  to  evaluate  the 
introduction  of  new  medical  technology  to  the  health  system  is  a  key 
issue  which  warrants  congressional  debate.  We  support  the  idea  of  a 
national,  nonprofit  commission  responsible  for  policy  direction  con- 
cerning efficacy,  use  and  supply  of  new  medical  technology. 

HSA  FUNDING 

We  support  the  proposed  amendments  involving  higher  minimum 
funding  levels,  variable  per-capita  funding  levels  as  the  served  popu- 
lation increases  and  more  aggregate  funding  to  recognize  inflation. 

However,  as  aggregate  funding  levels  appear  adequate,  we  rec- 
ommend against  allowing  providers,  including  insurors,  to  contribute 
to  HSA's  and  instead  recommend  allowing  HSA's  to  contract  with 
local  persons  and  entities  for  services  at  cost  to  tap  the  expertise  that 
many  of  these  institutions  have. 

HEALTH  PLAN  DEVELOPMENT 

We  recommend  elimination  of  the  State  medical  facilities  plan 
and  recommend  that  the  State  health  plan  be  required  to  meet  the 
requirements  of  the  former  with  respect  to  the  ranking  of  needed 
services.  Similarly,  we  recommend  elimination  of  the  annual  imple- 
mentation plan  and  integration  of  its  requirements  into  a  health 
systems  plan  which  ranks  need.  Such  simplification  of  the  plan  de- 
velopment process  reduces  the  need  for  coordination  among  different 
plans  and  places  important  emphasis  on  the  responsible  development 
of  local  and  State  health  plans  that  establish  priorities. 

INSURER  REPRESENTATION 

Insurers  represent  large  numbers  of  consumers  and  have  unique 
knowledge  and  skills  involving  health  care  financing  and  delivery.  In 
fact,  in  many  areas  Blue  Cross  plans  and  Blue  Shield  plans  are  the 
major  purchasers  of  care.  We  strongly  urge  that  regardless  of  how 
insurers  are  classified,  the  act  continue  to  require  their  representation 
on  HSA  governing  bodies. 

Mr.  Chairman,  you  may  be  interested  in  Blue  Cross's  involvement 
with  HSA  in  health  planning.  Yesterday  I  received  information  on 
what  we  have  done  during  the  last  year.  I  would  appreciate  being 
able  to  comment  on  it  for  a  moment. 
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Eighty-six  percent  of  Blue  Cross  plans  either  have  health  planning 
conformance  clauses  in  their  hospital  payment  agreements,  and/or  are 
located  in  States  where  certificate -of -need  programs  exist. 

In  addition  81  percent  of  Blue  Cross  plans  are  represented  on 
either  local  or  State  health  planning  agency  governing  bodies  or 
committees.  Eighty  one  percent  of  Blue  Cross  plans  are  providing 
data  and/or  technical  assistance  to  local  HSA's  on  a  routine  basis. 

Finally,  you  may  be  interested  to  know  that  the  Blue  Cross  Associa- 
tion commissioned  the  development  of  Handbook  for  Consumer  Par- 
ticipation in  health  planning.  This  handbook  has  now  been  distrib- 
uted to  over  14,000  people  in  this  country  most  of  whom  are  members 
of  boards  of  HSA's. 

Thank  you,  Mr.  Chairman.  I  will  be  happy  to  try  to  answer  any 
questions  or  provide  any  additional  specific  details  that  you  or  your 
staff  may  require. 

[Testimony  resumes  on  p.  478.] 

[Mr.  Hollander's  prepared  statement  follows :] 
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Mr.  Chairman,  and  Members  of  the  Committee.    I  am  Neil  Hollander,  Vice  President 
of  the  Blue  Cross  Association,  the  national  coordinating  agency  of  the  70  member 
Blue  Cross  Plans  in  the  United  States  and  Puerto  Rico.    The  comments  which  follow 
have  been  shared  with  representatives  of  the  Blue  Shield  Association  and  they 
are  substantially  in  agreement  with  them. 

We  appreciate  this  opportunity  to  share  with  you  our  thoughts  generally  on  amend- 
ments to  the  Health  Planning  and  Resources  Development  Act,  and  more  specifically, 
on  H.R.  10460. 

The  views  I  shall  present  reflect  the  knowledge  and  experience  gained  by  the 
Blue  Cross  organization  through  the  administration  of  both  government  and  pri- 
vate underwritten  health  care  financing  programs  and  through  involvement  in 
health  planning  at  the  local,  state  and  national  levels.    Today,  Blue  Cross 
and  Blue  Shield  Plans  serve  over  90  million  subscribers  under  private  programs 
and  an  additional  26  million  people  under  government  programs. 

Overview 

Before  proceeding  to  discuss  our  position  on  a  number  of  the  key  Planning  Act 
provisions  as  they  would  be  affected  by  the  amendments  proposed  in  H.R.  10460, 
I  would  like  to  stress  our  view  that  the  planning  structure  created  by  P.L.  93-641 
is  still  in  a  developmental  stage.    Recognizing  the  complexity  of  the  Act, 
coupled  with  the  change  in  Administration,  it  is  not  surprising  that  implementa- 
tion delays  have  been  encountered,  particularly  in  the  issuance  of  regulations 
and  the  establishment  of  the  National  Council  on  Health  Planning  and  Development. 
In  spite  of  these  problems,  we  believe  that  significant  progress  has  been 
made  over  the  past  three  years  in  establishing  new  health  planning  organizations 
and  processes  at  the  state  and  local  levels. 
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In  the  future,  as  the  planning  process  matures,  we  must  evaluate  its  effective- 
ness, both  in  a  broad  sense  and  on  a  specific  health  service  area  basis. 

Our  present  position  is  generally  one  of  modifying  existing  provisions  of 
P.L.  93-641  to  strengthen  the  effectiveness  of  health  planning  at  all  levels. 
In  this  regard,  we  agree  with  the  majority  of  the  amendments  proposed  in 
H.R.  10460.    We  also  believe,  however,  that  it  is  important  that  Congress  make 
one  key  structural  addition  to  the  Act  to  insure  overall  planning  effectiveness 
in  the  future:    that  is  a  specific  authorization  for  a  limit  on  capital  spending. 
Without  such  an  addition,  it  is  questionable  whether  sufficient  discipline  can 
be  instilled  in  the  health  planning  process. 

Capital  Limit  Program 
'  In  testimony  last  year  on  proposed  hospital  cost  containment  legislation,  the  ' 
Blue  Cross  Association  supported  the  general  concept  of  a  limit  on  capital 
spending  that  would  be  administered  through  the  existing  health  planning  .structure. 
We  strongly  feel  that  capital  expenditure  limitations  are  critical  to  achieving 
a  near-to-long  term  effect  in  the  battle  to  control  rising  health  care  costs. 
Capital  structure  in  many  ways  dictates  the  level  of  use,  efficiency,  and  total 
costs  of  health  services.    In  this  regard,  the  efficient  use  of  capital  can 
reduce  inappropriate  use  of  health  services;  for  example,  the  inappropriate 
use  of  hospital  beds  is  in  part  a  function  of  the  over  supply  of  beds.  The 
presence  of  such  limits  can  stimulate  critical  "affordabil ity"  decision-making, 
i.e.,  examining  the  relative  value  of  all  needed  services  and  evaluating  the 
cost/benefit  trade-offs  among  needed  services  by  state  and  local  health  planning 
agencies.    Such  limits  can  also  improve  the  credibility  of  the  planning  process 
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by  giving  all  participants,  providers  and  consumers  alike,  the  Incentive  to  plan 

more  efficiently  and  effectively.    Finally,  such  limits  can  obviate  the  need 

for  government  to  interfere  unnecessarily  in  each  and  every  facility's  operations. 

In  developing  the  precise  structure  of  a  capital  limit  program,  primary 
attention  must  be  given  to  strengthening,  rather  than  undermining,  the  existing 
health  planning  structure.    With  this  objective  in  mind,  the  Blue  Cross  Associaton 
recommends  that  essentially  a  two-phase  program  be  enacted:  the  imposition  of  a 
transitional  moratorium  on  new  capital  expenditures,  followed  by  a  more  permanent 
capital  limit  program. 

A  transitional  moratorium  would  provide  three  important  benefits.    First,  it 
would  allow  planning  agencies  necessary  additional  time  to  establish  effective 
state  and  local  health  planning  structures.    We  feel  these  agencies  are  in  a 
critical  stage  of  development.    The  local  and  state  level  health  plans  now 
being  developed  will  provide  important  guidance  to  decision  makers  under  any 
future  capital  expenditure  limitation  program  that  may  be  developed.  Secondly, 
a  transitional  moratorium  would  signal  a  dramatic  shift  in  national  policy  on 
capital  investment  in  health  care  services,  explicitly  recognizing  that  there 
is  a  limited  availability  of  resources  for  the  health  care  delivery  system. 
Thirdly,  a  transitional  moratorium  provides  an  important  incentive  for  planning 
participants  to  develop  and  implement  a  long  term  capital  limit  program. 

It  is  noteworthy  that  the  health  planning  and  capital -related  goals  and  guide- 
lines issued  to  date  by  the  National  Steering  Committee  on  the  Voluntary  Cost 
Containment  Program  sponsored  by  the  American  Medical  Association,  American 
Hospital  Association  and  Federation  of  American  Hospital  incorporate  both 
moratorium  and  capital  spending  limit  concepts. 
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National  Guideline  For  Health  Planning 

The  development  and  promulgation  of  national  guidelines,  i.e.,  national  health 
planning  goals  and  standards  respecting  the  supply,  distribution  and  organization 
of  health  resources,  are  key  components  of  the  national  health  planning  structure. 
A  critical  problem  which  should  be  addressed  by  Congress  is  the  extent  to  which 
such  guidelines  should  be  imposed  upon  the  local  and  state  level  planning  bodies 
at  this  stage  of  planning  structure  development. 

Since  the  very  purpose  of  the  Planning  Act  is  to  stimulate  local  health  planning 
and  decision-making,  we  strongly  recommend  that,  over  the  next  several  years, 
federal  effort  should  be  geared  to  developing  advisory  guidelines  to  provide 
health  planning  agencies  with  initial  advice  which  they  should  consider  in  relaton 
to  their  unique  local  environments.    This  recommendation  is  based  on  our  belief 
that  emphasis  should  continue  to  be  placed  on  assuring  a  bottom-up  development 
of  health  plans  which  reflect,  to  the  extent  feasible,  the  perceived  priority 
needs  of  providers  and  consumers  at  the  local  level.    Such  plans  should  contain 
local  and  state  level  perceptions  of  specific  health  status  goals,  and  specific 
supply  and  use  requirements  associated  with  attainment  of  these  goals. 

A  major  objective  of  the  Planning  Act  should  be  to  encourage  providers,  localities 
and  states  to  plan,  not  simply  to  react.    It  is  no  secret  that  budgeting  and 
planning  in  many  health  care  institutions  can  be  dramatically  improved.  Our 
efforts  should  focus  at  the  local  level,  to  make  these  processes  effective  and 
locally  responsible  so  that  the  need  to  appeal  to  state  bureaucracies  is  the 
exception  rather  than  the  rule. 


To  insure  that  planning  agenc-ye^  are  ^allowed  this  initial  period  of  assess- 
ment of  local  needs  without  mandatory  federal  guidelines,  we  therefore  recommend 
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either  that  P.L.  93-641  be  amended  to  delete  the  requirement  that  the  Health 

Systems  Plans  (HSP)  developed  by  Health  Systems  Agencies  be  consistent  with 
the  National  Guidelines  or  that  Congress  explicitly  define  that  "consistent  with" 
is  not  to  be  defined  as  "the  same  as."    We  also  recommend,  however,  that 
health  systems  agencies  provide  written  justification  in  their  health  systems 
plans  in  instances  when  goals  and  standards  are  proposed  which  are  not  consistent 
with  the  national  guidelines. 

An  additional  problem  concerns  the  need  for  the  development  of  a  national  health 
policy  which  should,  to  a  substantial  degree,  be  based  on  consideration  of  the 
national  guidelines.    First,  if  a  substantial  number  of  health  planning  goals 
are  set  forth,  it  is  important  that  HEW  provide  guidance  to  other  federal  agencies, 
state  and  local  health  planning  agencies,  etc.,  to  insure  that,  where  appro- 
pirate,  the  major  goals  are  implemented.    In  this  vein.  Congress  may  wish  to 
consider  authorizing  the  Secretary  to  rank  critical  goals,  such  that  a  high 
level  of  federal  attention  is  directed  at  examining  the  multiplicity  of  existing 
federal  and  non-federal  program  initiatives  which  can  be  expected  to  affect 
such  critical  goals.    In  this  way,  the  nation  may  focus  on  the  attainment 
of  a  few  important  goals  rather  than  dissipating  its  efforts  on  many  goals. 

Second,  it  is  important  that  goals  be  promulgated  before  standards  are  promul- 
gated which  affect  achievement  of   those  goals.    Most  recently  the  opposite 
approach  was  taken,  thus  creating  the  potential  problem  of  lack  of  comple- 
mentarity between  goals  and  standards.    For  example,  pursuit  of  the  "reduction 
in  Infant  mortality"  goal  may,  in  some  locations,  conflict  with  the  standards 
respecting  neo-natal  intensive  care  units. 
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In  addition  to  the  above  reconmendations,  we  support  the  proposed  amendments 
(Section  201)  of  H.R.  10460  which  would  require  the  Secretary  of  HEW  first, 
to  consider  the  health  plans  developed  at  the  state  and  area-wide  level  as 
the  basis  for  modification  of  the  National  Guidelines;  second,  to  collect 
data  to  determine  the  extent  to  which  local  health  systems  change  to  meet 
the  National  Guidelines;  and,  third,  to  issue  reports  regarding  the  rela- 
tionship of  goals  and  standards  to  the  supply,  distribution  and  organization 
of  health  services. 

National  Health  Priorities 

It  is  important  that  increased  emphasis  be  placed  on  the  consideration  of 
national  health  priorities  in  the  development  of  national  guidelines  and  local 
and  state  health  plans.    Such  emphasis  is  especially  critical  if  Congress  enacts 
a  national  capital  limit  program  which  has  the  effect  of  stimulating  health 
resource  re-allocations.    We  are  especially  concerned  that  the  national  priority 
relating  to  the  provision  of  primary  care  services  in  medically  underserved 
areas  receive  close  attention  at  all  levels  of  planning,  since  the  re-alloca- 
tion of  finite  resources  is  an  important  Planning  Act  goal. 

Beyond  that  recommended  change,  we  support  the  proposed  amendment  to  add  two 
additional  national  health  priorities  pertaining  to  the  discontinuance  of 
duplicative  and  unneeded  services;  and,  to  the  adoption  of  local  policies  to 
contain  health  costs  and  to  assure  a  more  appropriate  and  efficient  use  of  health 
services.  Clearly,  these  additional  priorities  would  highlight  the  need  to  plan 
health  care  services  within  the  context  of  limited  resources. 
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Federal  Requirements  for  the  Establishment  of  State  Certificate  of  Need  (CON) 
Programs  and  Voluntary  Reimbursement  Sanctions  to  Support  Effective  Local 
Health  Planning 

The  creation  of  effective  state  level  regulatory  mechanisms  dealing  with  the 
acquisition  of  major  medical  equipment  is  critically  important  to  the  success 
of  the  planning  process  in  insuring  the  equitable  and  efficient  distribution 
of  health  care  services. 

First,  both  the  Blue  Cross  Association  and  the  Blue  Shield  Association  are 
deeply  concerned  with  the  problem  of  aritficial  shifts  in  the  provision  of 
services  between  hospitals  and  other  providers  in  order  to  circumvent  regulatory 
controls.    Specifically,  the  present  national  experience  with  the  introduction 
of  major  medical  equipment,  for  example,  the  CT  Scanner,  suggests  that  a  variety 
of  mechanisms  should  be  employed  to  prevent  abuse  of  the  health  planning  pro- 
cess. 

To  address  this  problem,  we  support  the  extension  of  state  CON  program  controls 
to  include  capital  expenditures  for  major  medical  equipment,  regardless  of 
setting.    The  Blue  Shield  Association  has  taken  a  position  in  support  of  the 
use  of  the  reimbursement  mechanism  to  provide  strong  incentives  or  sanctions 
to  prevent  the  proliferation  and  unwarranted  utilization  of  such  equipment. 

Second,  it  is  important  that  certificate  of  need  controls  be  applied,  in  some 
fashion,  to  the  provision  of  health  services  in  federal  hospitals,  since  such 
hospitals  clearly  affect  the  health  resource  supply  and  distribution  require- 
ments of  non- federal  facilities  and  services. 

Third,  the  Planning  Act  should  provide  that  alternative  delivery  systems,  such 
as  HMOs,  are  subject  to  no  more,  and  no  fewer,  CON  controls  than  are  imposed 
on  capital  expenditures  sponsored  by  providers  in  the  traditional  health  delivery 
system.    Therefore,  we  support  the  proposed  amendment  (set  forth  in  Section  218) 
which  we  understand  is  directed  at  assuring  such  equity. 


26-219  O  -  78  -  pt.  1  -  31 
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We  also  recognize  that  in  some  instances  potential  problems  may  arise  for 
particular  HMOs  that  rely  upon  the  traditional  delivery  system  to  provide 
certain  services  to  HMO  members.    For  example,  an  HMO's  intent  to  use  existing 
inpatient  facilities  on  a  contract  basis  may  be  thwarted  for  one  reason  or 
another  by  local  institutions.    Thus,  such  an  HMO  may  be  forced  to  propose  a 
capital  expenditure  to  provide  such  services.    To  address  this  potential 
problem,  we  recommend  that  the  Act's  provision  for  "special  consideration"  of 
HMO  applications  be  maintained,  with  the  intent  of  Congress  strictly  expressed 
on  this  matter. 

This  provision  further  helps  to  insure  that  HMOs  are  treated  equitably  while, 
at  the  same  time,  it  provides  the  public  with  the  opportunity  to  examine  the 
merits  of  the  individual  planning  processes  of  such  entities. 

Fourth,  we  feel  that  the  Act  should  be  amended  to  insure  that  a  wider  spectrum 
of  entities  and  persons  are  eligible  to  appeal  state  CON  decisions.  Specifically, 
we  would  urge  that  such  appellate  rights  be  explicitly  made  available  to  third 
party  insurers  and  other  relevant  organizations.    In  this  way,  an  additional 
"check  and  balance"  is  introduced  in  the  review  and  approval  process,  especially 
in  cases  where  it  is  possible  that  an  HSA  and  state  agency  have  approved  a  pro- 
ject which  is  questionable  in  terms  of  need  or  affordabi lity,  or  where  the  posi- 
tions of  the  two  agencies  conflict. 

Appropriateness  Review  of  Institutional  Health  Services/Recertification 
The  identification  of  excess  capacity  through  the  HSA  and  state  agency  appro- 
priateness review  function  raises  a  set  of  problems  that  should  be  addressed  by 
Congress.    The  Act  now  specifies  that  aV[  institutional  health  services  must 
be  reviewed  periodically  to  determine  their  appropriateness.    It  is  not  clear 
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j      that  health  planning  agencies  will  have,  in  the  foreseeable  future,  the 

necessary  resources,  the  technical  competence,  or  the  real  need  to  review  all 
institutional  health  services  simultaneously    or  over  a  short  time  period. 

I      Accordingly,  we  support  the  proposed  amendment  which  grants  the  Secretary  the 
authority  to  identify  the  specific  institutional  health  services  subject  to 
appropriateness  review.    We  recommend,  however,  that  high  priority  be  given  to 
those  institutional  health  services  which  bear  the  potential  for  significant  and 
costly  duplication. 

Also,  it  is  clear  that  one  obstacle  to  the  elimination  of  excess  capacity  relates 
to  the  financial  consequences  of  such  elimination  to  the  provider.    The  creation 
of  financial  incentives  for  providers  to  reduce  unneeded  operating  capacity  can 
play  a  key  role  in  efforts  at  the  local  level  to  redistribute  capital  toward 
a  more  efficient  delivery  system.    Congress  should  provide  financial  incentives 
which  may,  in  the  short  term,  stimulate  voluntary  provider  initiatives  and, 
in  the  longer  term,  complement  any  needed  regulatory  initiatives. 

To  address  this  problem  we  reconmend  first,  that  the  fixed  costs  associated 
with  the  closure  or  conversion  of  portions  of  a  facility  be  recognized  by  all 
payers. 

Second,  a  federal  grant  program  should  be  created  to  defray  certain  fixed  costs 
associated  with  total  facility  closures  or  conversions  such  as  long-term  debt 
retirement  and  severance  pay  for  employees.    It  is  important  that  Congress  create 
such  a  program  to  signal  public  acceptance  of  responsibility  for  existing  excess 
capacity  much  of  which  was  constructed  with  public  funds.  .Of  course,  such  a 
program  would  not  minimize  the  need  for  health  insurors  and  other  responsible 
community  organizations  to  play  an  important  role  in  hospital  closures. 
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Accordingly,  we  recommend  first,  that  the  proposed  amendments  to  Title  XVI  be 
expanded  to  establish  such  a  program;  and,  second,  that  projects  eligible  for 
grants,  loans  and  loan  guarantees  under  Title  XVI  be  required  to  be  identified 
as  needed  in  the  State  Health  Plan  (SHP). 

Finally,  Congress  should  authorize  federal  funding  to  test  recertification  pro- 
gram concepts  through  a  limited  number  of  state  demonstration  projects.  Emphasis 
should  be  placed  on  evaluating  the  unresolved  legal,  financial  and  technical 
issues  associated  with  the  design  and  administration  of  such  programs.  We, 
therefore,  view  as  premature,  and  recommend  against  adoption  of,  the  proposed 
amendment  set  forth  in  Section  219  which  provides  that,  within  4  years,  states 
must  adopt  programs  which  require  that  institutional  health  services  deemed 
inappropriate  may  not  be  offered.    Such  an  amendment  may  be  appropriate  after 
the  results  of  demonstration  programs  are  analyzed. 

New  Medical  Technology 

Establishment  of  a  national  monitoring  mechanism  to  evaluate  the  introduction 
of  new  medical  technology  to  the  health  system  is  a  key  issue  which  warrants 
Congressional  debate.    Generally,  we  support  the  concept  of  a  national,  not-for- 
profit  commission  or  organization  which  would  be  responsible  for  providing  the 
public  with  policy  direction  concerning  the  efficacy,  and  appropriate  use 
and  placement,  of  new  medical  technologies  as  they  emerge. 

To  help  assure  the  appropriate  use  and  placement  of  new  medical  technologies 
at  the  local  level,  reliance  should  be  placed  primarily  on  third  party  payer 
reimbursement  incentives  or  sanctions  and  state  level  certificate  of  need 
processes. 
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Health  Systems  Agency  (HSA)  Funding 

In  the  aggregate,  current  HSA  funding  levels  appear  to  be  adequate  to  accomplish 
the  functions  required  of  such  agencies  under  P.L.  93-641;  we  understand, 
however,  that  problems  are  being  encountered  by  small  agencies  funded  at  the 
minimum  level  of  $175,000.    Congressional  attention  should  be  directed  at 
assuring  that  the  minimum  grant  level  is  adequate  to  cover  the  fixed  costs 
associated  with  the  establishment  of  smaller  HSAs.    It  is  also  recommended  that 
DHEW  evaluate  the  allocation  of  Federal  Funds  to  HSAs  solely  on  the  basis  of 
population.    It  is  possible,  for  example,  that  geographical  factors  and  economies 
of  scale  achieved  in  larger  agencies  may  need  to  be  taken  into  account  in  the 
determination  of  appropriate  funding  levels. 

Accordingly,  we  support  the  proposed  amendments  in  H.R.  10460  pertaining  to 
increased  minimum  funding  levels,  the  establishment  of  variable  per  capita 
funding  levels  as  the  population  size  served  by  the  HSAs  increases,  and 
increased  aggregate  funding  to  recognize  inflation. 

The  general  adequacy  of  federal  funding  levels,  however,  suggests  that  private 
provider  contributions,  including  insurer  contributions,  are  unnecessary.  We 
have  seen  no  empirical  evidence  to  the  contrary.    Accordingly,    we  recommend 
that  the  Act  not  be  amended  to  allow  private  provider  financial  contributions 
to  HSAs.    Rather,  we  recommend  that  the  Act  clearly  specify  that  HSAs  are 
allowed  to  provide  services  at  cost  to  local  persons  and  entities  on  a  contract 
basis,  with  the  stipulation  that  HSAs  not  be  allowed  to  enter  into  such  contracts 
with  direct  providers  of  care.    Such  contract  allowances  have  the  primary  benefit 
of  enabling  the  HSA  to  respond  to  local  health  planning  issues  on  a  timely  basis 
even  when  exploration  of  such  issues  cannot  be  accommodated  within  the  limits 
of  the  agency's  federal  funding. 
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Health  Plan  Development 

P.L.  93-641  requires  the  development  of  Health  Systems  Plans  (MSP)  and  Annual 
Implementation  Plans  (AIP)  at  the  local  level  and  State  Health  Plans  (SHP)  at 
the  state  level.    In  order  to  be  eligible  for  federal  grants,  loans  and  loan 
guarantees  under  Title  XVI  of  the  Act,  each  state  must  also  adopt  a  State  Medical 
Facilities  Plan  (SMFP).    Further,  the  Act  requires  that  the  AIP  establish  objectives 
to  achieve  the  goals  set  forth  in  the  HSP  and  establish  priorities  among  the 
objectives.    The  Act  also  requires  that  the  SMFP  establish  priorities  among  the 
projects  in  a  state  eligible  for  Title  XVI  funding. 

We  recommend  adoption  of  the  proposed  amendment  (Section  302)  which  simplifies 
the  plan  development  process  by  eliminating  the  State  Medical  Facilities  Plan. 
In  addition,  we  recommend  that  the  State  Health  Plan  be  required  to  meet  SMFP 
requirements  --  particularly  with  respect  to  the  ranking  of  needed  services. 
Also,  the  Health  Systems  Plan  development  provision  should  be  amended  to  assure 
that  goals  are  both  ranked  and  expressed  in  terms  of  their  capital  and  operating 
cost  implications.    Thus,  the  results  of  the  planning  process  would  be  expressed 
through  two  key  plans,  the  HSP  and  SHP  --  each  of  which  would  rank  goals  and 
objectives.    Since  these  Plans  generally  have  a  5  year  planning  horizon,  each 
should  contain  a  one  year  component  similar  in  structure  and  content  to  the  now- 
required  AIP. 


Such  simplification  of  the  plan  development  process  reduces  the  need  for 
coordination  among  different  plans  and  places  important  emphasis  on  the  responsible 
development  of  local  and  state  health  plans  that  establish  priorities. 
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Insuror  Representation  on  HSA  Governing  Bodies 

We  understand  that  amendments  may  be  proposed  that  would  re-classify  insurors 
as  consumers  instead  of  as  indirect  providers.    Such  re-classification,  in  the 
absence  of  additional  amendment,  would  remove  the  existing  requirement  that  HSA 
governing  bodies  contain  at  least  one  insuror  representative. 

Insurors  represent  large  numbers  of  consumers  and  offer  unique  and  necessary 
expertise  and  perspectives  concerning  the  interrelationships  of  the  health 
financing  and  delivery  systems.    In  fact,  in  many  areas.  Blue  Cross  Plans  and 
Blue  Shield  Plans  are  the  major  care  purchasers.    Accordingly,  we  strongly  urge 
that,  regardl ess  of  how  insurors  are  classified,  the  Act  continue    to  require 
their  representation  on  HSA  governing  bodies. 

Mr.  Chairman,  we  appreciate  the  opportunity  to  appear  before  you  to  present  our 
views.    We  will  be  pleased  to  answer  any  questions  or  provide  whatever  assistance 
the  Conmittee  may  require  in  its  deliberations  on  this  important  legislation. 
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Mr.  Rogers.  Thank  you  very  much  for  your  testimony.  The  com- 
mittee will  be  in  touch  with  you. 
Mr.  DiPrete. 

STATEMENT  OF  HENRY  A.  DiPRETE 

Mr.  DiPrete.  Thank  you,  Mr.  Chairman.  My  name  is  Henry 
DiPrete.  I  am  second  vice  president,  group  operations  of  the  John 
Hancock  Mutual  Life  Insurance  Co.  I  appear  on  behalf  of  the  Health 
Insurance  Association  of  America. 

I  am  here  today  to  comment  on  H.R.  10460,  the  Health  Planning 
and  Resources  Development  Amendments  of  1978,  and  to  offer  our 
suggestions  for  how  the  act  can  best  be  strengthened.  But  first,  Mr. 
Chairman,  please  allow  me  to  provide  some  brief  background  infor- 
mation. 

The  Health  Insurance  Association  of  America  has  over  300  mem- 
ber companies  who  write  over  80  percent  of  all  health  insurance 
underwritten  by  insurance  companies  in  the  United  States. 

Our  member  companies  have  actively  participated  in  the  community 
health  planning  effort  for  more  than  11  years.  Our  involvement  ac- 
tually began  before  passage  of  Pub.L.  89-749. 

As  soon  as  this  Comprehensive  Health  Planning  Act  of  1966  be- 
came law,  the  Health  Insurance  Association  moved  aggressively  to 
put  into  action  our  commitment  to  consumer  and  community  par- 
ticipation in  health  planning.  Top  executives  of  our  companies  went 
to  several  State  Governors  to  express  this  commitment  and  offer  our 
help  in  initiating  the  planning  effort. 

Today  there  are  more  than  250  representatives  of  our  member 
companies  serving  on  State  health  coordinating  councils,  health  sys- 
tems agency  boards,  committees  and  subarea  councils,  and  our  asso- 
ciation has  a  central  staff  for  technical  assistance. 

In  the  beginning,  we  provided  seed  money  which  helped  local 
agencies  organize  and  qualify  for  Federal  funding.  Subsequently, 
our  companies  provided  backup  for  local  planning  agencies  with 
personnel  and  money  on  a  continuing  basis.  From  1973  through  1975, 
insurance  companies  contributed  approximately  $1.5  million  to  area- 
wide  agencies. 

Insurance  companies  take  health  planning  seriously.  We  are  com- 
mitted to  broad  citizen  participation  in  the  development  of  effective 
and  accountable  health  care  delivery  systems  for  everyone.  However, 
we  are  not  satisfied  that  the  concept  of  community  health  planning 
has  reached  its  full  potential. 

The  problems  we  face  are  numerous  and  complex.  Gross  inequities 
and  inappropriate  economic  incentives  plague  our  health  care  delivery 
and  financing  system.  Inflationary  hospital  and  medical  costs  are 
spiralling  out  of  control,  and  seem  to  rise  with  little  or  no  relation 
to  productivity,  accessibility,  appropriateness,  or  even  quality. 

Indeed,  the  Health  Planning  and  Resources  Development  Act  of 
1974  was  a  big  step.  Although  health  planning  has  suffered  growing 
pains,  it  is  nonetheless  beginning  to  grow,  despite  ambitious  goals 
and  objectives,  confusing  Federal  guidance,  and  inadequate  efforts 
by  HEW  to  communicate  with  the  public. 


479 


With  your  permission,  Mr.  Chairman,  I  would  like  to  file  our 
written  statement  for  the  record  [see  p.  481],  but  review  what  we  feel 
are  four  pertinent  points  for  consideration  by  this  committee. 

First,  the  current  HSA  structure  does  not  lend  itself  to  efficient 
and  knowledgeable  decisionmaking  because  it  does  not  facilitate  the 
involvement  of  all  groups,  consumers  and  providers  affected  by  health 
care  issues.  A  consumer  majority  should  be  maintained,  however,  we 
believe  third-party  payers,  hospitals  and  physicians  should  be  guar- 
anteed a  place  on  the  HSA  board  and  consideration  should  be  given 
to  adding  criteria  for  eligibility  to  board  membership  which  takes 
into  consideration  general  knowledge  about  health  care,  community 
needs,  and  community  involvement. 

We  also  believe  our  expertise  and  experience  would  be  a  valuable 
asset  to  both  the  State  Health  Coordinating  Council  (SHCC)  and  the 
National  Council.  A  guaranteed  position  on  those  bodies  will  insure 
our  ability  to  participate. 

Second,  certificate-of-need  programs  have  been  somewhat  effective 
in  dealing  with  capital  considerations.  In  many  instances,  the  pres- 
ence of  a  certificate-of-need  program  has  stopped  some  providers 
from  submitting  applications  for  unneeded  capital  projects  and  has 
resulted  in  modifications  in  many  projects  which  would  not  have 
been  altered  if  the  program  was  not  in  existence. 

However,  there  are  still  problems  with  the  certificate-of-need  pro- 
gram whose  solution  would  add  to  its  strength.  For  example,  recently 
a  problem  has  developed  in  Massachusetts.  We  see  the  likelihood  of 
its  developing  in  the  United  States  in  1978  and  1979. 

Several  bills  have  passed  the  State  legislature  which,  by  specific 
intent  and  design,  circumvent  the  State's  certificate-of-need  allowing 
capital  expansion  after  the  State-certifying  agency  has  denied  the 
application  and  the  decision  was  affirmed  on  appeal. 

A  possible  solution  would  be  to  establish  medicaid  and  medicare 
reimbursement  sanctions  for  new  health  care  projects  not  found  to 
be  needed  by  the  State  Health  Planning  and  Development  Agency 
under  a  certificate  of  need  program  meeting  the  requirements  of 
Public  Law  93-641. 

Capital  and  operating  costs  associated  with  a  project  not  found  to 
be  needed  would  be  excluded  from  Federal  reimbursement  under 
medicaid  and  medicare  unless  the  secretary,  after  consulting  with 
State  and  local  planning  agencies,  decided  otherwise. 

I  would  like  to  file  for  the  record  a  proposed  draft  of  the  legislative 
change  to  effect  that. 

Mr.  Rogers.  That  would  be  helpful  [see  p.  492]. 

Mr.  DiPrete.  Third,  coordination  between  the  HSA's  and  PSRO's 
is  important.  Currently,  that  coordination  is  insufficient.  To  develop 
the  HSP,  the  HSA  must  have  a  reasonable  data  base  which  it  is 
unable  to  acquire  without  the  assistance  of  the  PSRO. 

This  committee  recognized  the  need  for  the  linking  of  HSA's  and 
PSRO's  during  your  consideration  of  hospital  cost  containment. 
That  proposal  required  State  cost  containment  programs  who  wanted 
Federal  dollars  to  line  the  three  interrelated  programs,  for  example, 
HSA's  PSRO's,  and  the  State  ratesetting  commission. 
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However,  it  must  be  pointed  out  that  PSRO's  strenuously  resist 
this  linking  and  sharing  of  data  because  of  the  fear  that  the  privacy 
of  individual  medical  records  will  not  be  preserved  as  these  records 
are  aggregated  and  released  to  the  HSA's  for  planning  purposes. 

The  implementation  of  community  health  planning  will  continue 
to  be  weak  as  long  as  there  is  not  adequate  provision  for  the  collection 
of  accurate  data  for  the  HSA's  and  State  Health  Planning  and  De- 
velopment Agencies.  In  order  to  insure  the  collection  of  adequate 
data,  we  believe  a  special  advisory  committee  of  the  national  center 
for  health  statistics  should  be  created  which  will  review  and  approve 
the  activities  of  the  national  center  and  guarantee  input  from  the 
private  sector. 

Fourth,  the  basic  functions  of  the  State  agency  appear  to  be  work- 
able. We  feel  it  is  important  to  insure  that  the  State  agency  properly 
consider  the  local  plan  in  the  development  of  the  State  plan.  We  do 
not  think  the  State  plan  should  be  submitted  to  the  Governor  for 
prior  approval,  however,  he  should  have  the  opportunity  to  review 
and  comment  on  the  State  plan. 

Mr.  Chairman,  we  tried  through  our  testimony  to  be  as  candid  and 
constructive  as  possible  on  this  important  issue  expressing  our  feel- 
ings as  well  as  ideas.  We  hope  our  comments  will  assist  the  committee 
in  its  deliberations. 

[Testimony  resumes  on  p.  493.] 

[Mr.  DiPrete's  prepared  statement  and  attachment  follows :] 
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My  name  is  Henry  A.  DiPrete.    I  am  Second  Vice  President  of 
the  John  Hancock  Mutual  Life  Insurance  Company.    I  appear  today  on  behalf 
of  the  Health  Insurance  Association  of  America. 

The  Health  Insurance  Association  of  America  has  over  300  member 
companies  who  write  in  excess  of  80  per  cent  of  all  health  insurance 
underwritten  by  insurance  companies  in  the  United  States. 

We  and  our  member  companies  have  actively  participated  in  the 
community  health  planning  effort  for  more  than  eleven  years.    CXir  involvement 
actually  began  before  the  passage  of  P.  L.  89-749. 

As  soon  as  the  Comprehensive  Health  Planning  Act  of  1966  became 
law,  the  Health  Insurance  Association  moved  aggressively  to  put  into  action 
our  commitment  to  consumer  and  community  participation  in  health  planning. 
Top  executives  of  our  companies  went  to  several  State  Governors  to  express 
this  commitment,  and  offer  our  help  in  initiating  the  planning  effort. 

In  the  beginning  we  provided  seed  money  which  helped  local  agencies 
organize  and  qualify  for  federal  funding.    Subsequently,  we  provided  back-up 
for  local  planning  agencies  with  personnel  and  money,  which  from  1973  to 
1975,  amounted  to  approximately  1.5  million  dollars.      Today,  there  are 
more  than  250  representatives  of  our  member  companies  serving  on  SHCCs, 
HSA  boards,  committees  and  subarea  councils,  and  our  Association  has  a 
central  staff  for  technical  assistance. 

Insurance  companies  take  health  planning  seriously.    We  are 
committed  to  citizen  participation  in  the  development  of  effective  and 
accountable  health  care  delivery  systems  for  everyone.    However,  we  are 
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not  satisfied  that  the  concept  of  community  health  planning  has  reached  its 
potential. 

Health  planning  has  suffered  growing  pains,  however,  it  is 
beginning  to  grow  despite  ambiguous  goals  and  objectives,  confusing  federal 
guidance,  and  inadequate  efforts  to  communicate  with  the  public  by  DHEW. 

Comprehensive  health  planning,  at  the  areawide  and  state  level, 
has  been  turned  into  a  plodding,  academic  exercise.    Elaborate  inventories 
of  resources  are  attempted, yesterday 's  needs  are  estimated  and  fed  into 
computers  to  suggest  planning  sophistication  which  often  results  in 
divertitig  energies  from  the  serious  issues  we  face. 

These  issues  are  here  and  now.    How  we  deal  with  them  will  set 
a  pattern  for  many  years  in  the  future.       We  must  plan  for  the  following 
major  issues; 

1.  The  inequities  in  the  amount  and  quality  of  health  care 
delivered  that  are  produced  by  uncoordinated  methods 
of  delivery,  financing  and  policy  development; 

2.  Inflationary  hospital  and  medical  costs  that  persistently 
rise  with  little  relationship  to  productivity  and  accessibility 
and  with  questionable  relationship  to  appropriateness  and 
quality; 

3.  The  lack  of  ambulatory  services  which  meet  individual  and 
community  needs; 

4.  The  lack  of  effective  and  responsive  means  for  meeting  the 
health  care  needs  of  the  central  cities  and  rural  areas;  and 
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5.    How  to  utilize  the  undeniable  potential  of  combining  the 
resources  of  the  public  sector  and  the  private  sector, 
the  professional  and  the  layman,  to  try  to  get  them  to 
function  effectively,  responsively,  and  accountably 
together  for  the  health  of  all  Americans. 

With  your  permission,  Mr.  Chairman,  I'd  like  to  take  just  a  few 
minutes  to  review  some  of  the  principal  provisions  of  H.  R.  10460  from  the 
perspective  of  the  major  issues  I've  mentioned. 

The  priorities  mentioned  in  the  bill  are  important  and  call  for 
active  attention.    However,  they  should  be  expanded  to  include  the  training 
and  increased  utilization  of  physicians'  assistants,  the  increased  utilization 
of  health  management,  administrative,  and  planning  personnel,  and  other 
types  of  needed  allied  health  professionals.    The  development  and  updating 
of  priorities  could  well  be  a  continuing  responsibility  of  the  National  Council 
of  Health  Planning  and  Development. 

The  keystone  to  an  effective  and  accountable  health  planning  effort 
is  across-the-board  involvement  at  the  community  level  of  all  involved  parties. 
We  have  supported  this  idea  consistently;  it  is  in  keeping  with  a  basic 
American  tradition. 

Insurance  companies  have  consistently  supported  the  concept  of  a 
major  role  by  consumers  in  health  planning  at  all  levels.    In  many  cases 
consumers  have  been  intimidated  by  provider  "experts".    Consumer  participants, 
who  have  not  had  adequate  opportunity  to  prepare,  feel  no  one  is  listening  to 


485 


what  they  say.    A  result  has  been  spotty  participation  by  consumers; 
although,  with  adequate  time,  improved  communication,  clearer  goals,  and 
particularly  a  renewed  spirit  of  partnership,  consumer  input  can  be  a 
dynamic  force. 

The  current  HSA  structure  does  not  lend  itself  to  efficient  and 
knowledgeable  decision-making;  because  it  does  not  facilitate  the  involvement 
of  all  groups,  consumers  and  providers,  affected  by  health  care  issues.  A 
constimer  majority  should  be  maintained,  however,  we  believe  third-party 
payors,  hospitals,  and  physicians  should  be  guaranteed  a  place  on  the  HSA 
board;  and,  consideration  should  be  given  to  adding  criteria  for  eligibility 
to  board  membership  which  takes  into  consideration  general  knowledge  about 
health  care,   community  needs,  and  community  involvement.  We 
also  believe  our  expertise  and  experience  would  be  a  valuable  asset  to  both 
the  SHCC  and  the  National  Council.    A  guaranteed  position  on  those  bodies  ' 
will  insure  our  ability  to  participate. 

Under  current  law  HSAs  have  been  assigned  responsibilities  that 
may  be  unreasonable  in  view  of  the  current  structure  of  the  agencies  and  the 
resources  available.    We  suggest  a  method  be  developed  to  phase -in  the  tasks 
and  responsibilities  assigned  to  HSAs  in  accordance  with  their  ability  to  perform 
and  allow  SHPDAs  and  SHCCs  to  perform  those  tasks  not  delegated  to  an  HSA. 

Certificate -of -need  programs  have  been  somewhat  effective  in 
dealing  with  capital  considerations.  In  many  instances  the  presence  of  a 
certificate-of-need  program  has  stopped  some  providers  from  submitting 
applications  for  "unneeded"  capital  projects  and  has  resulted  in  modifications 
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in  many  projects  which  would  not  have  been  altered  if  the  program  was  not 
in  existence.    However,  there  are  still  problems  with  the  certificate -of -need 
program  whose  solution  would  add  to  its  strength.    For  example,  recently  a 
problem  has  developed  in  Massachusetts.    Several  bills  have  passed  the  state 
legislature  which,  by  specific  intent  and  design,  circumvent  the  state's 
certificate -of -need  program.    These  special  acts  exempt  named  institutions 
from  certificate -of -need  allowing  capital  expansion  after  the  state  certifying 
agency  has  denied  the  application  and  the  decision  was  affirmed  on  appeal. 
Although  we  do  not  have  a  solution  for  this  problem,  we  do  want  to  raise  the 
issue  and  begin  its  examination. 

Another  problem  we  want  to  raise  is  the  lack  of  a  time  constraint 
on  the  issuance  of  a  certificate -of -need.    We  believe  a  reasonable  time  frame 
should  be  placed  on  the  duration  of  a  certificate-of-need  during  which  con- 
struction must  be  begun  or  a  valid  contract  signed  for  delivery  of  a  major 
piece  of  equipment. 

There  is  also  room  for  improvement  in  current  federal  certificate- 
of-need  guidelines.    Major  technology  whose  purchase,  lease  or  installation 
requires  substantial  capital  investment  and/ or  a  substantial  increase  in  annual 
staffing  and  operating  expenses  should,  regardless  of  its  setting,  be  included 
in  the  certificate-of-need  regulations.     Other  areas  which  should  be  included 
in  the  federal  guidelines  for  certificate-of-need  are: 

a)   modernization,  which  includes  alteration,  repair, 
remodeling,  replacement  and  renovation  of  existing 
buildings  including  initial  equipment  and  replacement 
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of  equipment  in  existing  buildings; 

b)  federal  facilities  should  come  under  the  review  and 
comment  process  with  state  recommendations  filed  with 
Congressional  appropriation  committees; 

c)  expansion  of  the  definition  of  health  care  facility  to  include 
free  standing  organized  ambulatory  care  facilities,  referral 
laboratories,  diagnostic  x-ray  facilities,  etc.; 

d)  leasing  or  acquisition  of  sites;  and 

e)  home  health  care  programs. 

We  also  believe  that  a  certificate -of -need  process  tied  to  an 
effective  prospective  rate/budget  review  system  will  be  the  most  effective  means 
of  controlling  institutional  health  care  costs. 

Coordination  between  the  HSAs  and  PSROs  is  important.  Currently, 
that  coordination  is  insufficient.    To  develop  the  HSP,  the  HSA  must  have  a 
reasonable  data  base  which  it  is  unable  to  acquire  without  the  assistance  of 
the  PSRO. 

This  committee  recognized  the  need  for  the  linking  of  HSAs  and 
PSROs  during  your  consideration  of  Hospital  Cost  Containment.    That  proposal 
required  state  cost  containment  programs  who  wanted  federal  dollars  to  link 
the  three  interrelated  programs,  i.  e.  ,  HSAs,  PSROs  and  the  state  rate  setting 
commission.    However,  it  must  be  pointed  out  that  PSROs  strenuously  resist 
this  linking/ sharing  of  data  because  of  the  fear  that  the  privacy  of  individual 
medical  records  will  not  be  preserved  as  these  records  are  aggregated  and 
released  to  the  HSAs  for  planning  purposes. 
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The  implementation  of  community  health  planning  will  continue 
to  be  weak  as  long  as  there  is  not  adequate  provision  for  the  collection  of 
accurate  data  for  the  HSAs  and  SHPDAs.    In  order  to  insure  the 
collection  of  adequate  data,  we  believe  a  special  Advisory  Committee  to  the 
National  Center  for  Health  Statistics  should  be  created  which  will  review  and 
approve  the  activities  of  the  National  Center  and  guarantee  input  from  the 
private  sector. 

There  must  be  realistic  financing  for  local  planning  agencies.  We 
believe  the  authorization  levels  in  H.  R.  10460  will  be  sufficient.    However,  we 
believe  the  authorization  levels  should  be  extended  for  a  three  year  period. 

The  entire  matter  of  the  state  role  in  health  planning  requires 
further  consideration.    We  lean  toward  a  state  health  planning  authority  to 
which  the  local  planning  agencies  can  rebate  directly.    The  line  of  responsibility 
and  authority  should  be  to  the  state.    However,  except  for  states  with  fewer 
than  700,  000  inhabitants,  the  state  should  not  take  over  the  whole  planning 
process  and,  in  any  event,  must  allow  for  reasonable  variation  by  local  area 
of  both  goals  and  methods  of  reaching  those  goals. 

It  has  been  our  experience  that  the  planning  process  benefits  from 
an  active  and  responsible   advisory  body.    We  believe,  however,  that  present 
arrangements  and  practices  need  strengthening;  e.g.,  the  governing  board 
composition  we  proposed  for  local  agencies  should  also  apply  here. 

The  basic  functions  of  the  state  agency  appear  to  be  workable.  We 
feel  it  is  important  to  insure  that  the  state  agency  properly  consider  the  local 
plan  in  the  development  of  the  state  plan.    We  do  not  think  the  state  plan 
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shoxild  be  submitted  to  the  Governor  for  prior  approval,  however,  he  should 
have  the  opportunity  to  review  and  comment  on  the  state  plan. 

In  our  opinion,  decertification  authority  must  be  given  to  state 
certificate -of -need  agencies  in  order  to  have  an  effective  health  care  cost 
control  program.    Currently,  there  is  no  way  to  eliminate  unneeded  and 
duplicative  health  services  unless  the  provider  does  so  on  a  voluntary  basis. 
The  state  certifying  agency  after  appropriate  review  and  comment  from  the 
local  HSA  should  have  the  authority  to  decertify  existing  facilities  and  services 
found  to  no  longer  be  needed.    The  appropriateness  review  process  when 
developed  by  HEW  will  be  an  invaluable  tool  to  the  local  and  state  agencies  in 
this  regard. 

We  recognize  that  H.  R.   10460  does  not  contain  decertification 
authority.    It  is  our  belief  that  the  language  on  decertification  contained  in 
H.  R.  6575,  The  Hospital  Cost  Containment  Act  of  1977,  which  has  been 
reported  by  this  subcommittee  is  sufficient  to  solve  this  problem,  and  we 
recommend  it  be  included  in  these  amendments. 

Many  of  the  regulations  promulgated  by  DHEW  have  created  problems 
and  confusion  for  HSAs.    It  is  true  that  some  areas  where  regulations  have 
not  been  issued  by  DHEW  are  in  new,  complex  areas  and,  therefore,  take 
time  to  be  developed.    However,  the  certificate -of -need  guidelines  were  only 
issued  in  January,   1977.    They  contain  many  loopholes  which  have  not  been 
corrected  by  the  Secretary.    The  certificate -of-need  program  at  the  state  and 
local  level  has,  therefore,  been  unable  to  proceed  as  quickly  as  was  envisioned. 

National  Guidelines  for  Health  Planning  required  under  Section  1502 
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of  p.  L.  93-641  have  as  yet  not  been  issued  in  final  form.    It  is  estimated  that 
final  guidelines  will  not  be  published  until  some  time  in  1978. 

The  draft  guidelines  for  the  State  Medical  Facilities  Plan  were  issued 
in  August,  1977  and  did  not  address  long-term  care  and  ambtilatory  care 
facilities.    In  addition,  the  State  Medical  Facilities  Plan  calls  for  coordination 
with  the  appropriateness  review  process.    Neither  appropriateness  review 
guidelines  nor  regulations  have  as  yet  been  published  by  the  Department  of 
Health,  Education  and  Welfare. 

Section  1533  (d)  of  P.  L.  93-641  required  the  Secretary  to  establish 
within  one  year  a  uniform  system  of  cost  reporting,  cost  accounting,  and  a 
uniform  system  for  calculating  rates.    We  recognize  that  this  committee  has 
led  the  fight  to  see  these  systems  implemented  and  we  hope  it  will  continue  to 
strive  to  accomplish  that  goal. 

We  believe  the  ten  regional  health  planning  centers  can  provide  a 
useful  service.    However,  to  date,  their  performance  has  been- uneven.  We 
believe  a  needed  service  they  could  provide,  although  they  were  not  established 
for  this  purpose,  is  support  in  the  education  of  board  members. 

No  reasonable  person  could  suggest  that  our  health  delivery  system 
can  effectively  handle  the  needs  of  our  citizens  without  an  effective  planning 
process.    However,  whether  P.  L.  93-641  is  the  best  way  to  have  effective 
health  planning  is  a  question  that  is  too  early  to  answer.    The  implementation 
of  the  Act  is  still  in  the  formative  stage.    Regulations  are  still  being  developed 
by  DHEW  and  the  force  of  the  Act's  regulatory  scheme  has  not  been  f\illy  felt. 
However,  in  many  areas  the  HSAs'  influence  is  being  recognized  by  state 
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certificate-of-need  agencies.    The  Act  is  still  young  and  ought  to  be  given 
the  opportunity  to  succeed. 

Mr.  Chairman,  we  tried  through  our  testimony  to  be  as  candid 
and  constructive  as  possible  on  this  important  issue  expressing  our  feelings 
as  well  as  ideas.    We  hope  our  comments  will  assist  the  committee  in  its 
deliberations. 
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PROPOSED  SOLUTION  TO  STATE  LEGISLATIVE 
CIRCUMVENTION  OF  CERTIFICATE-OF-NEED 

If  a  new  institutional  health  service,  as  defined  in  Title  XV  of 
the  Public  Health  Service  Act,  is  not  found  to  be  needed  by  the  state 
health  planning  and  development  agency  designated  pursuant  to  section  1521 
of  such  Act  under  a  certificate-of-need  program  found  satisfactory  to  the 
Secretary  as  required  by  section  1523  of  such  Act  and  in  accordance  with 
procedures  and  criteria  prescribed  by  section  1532  of  such  Act,  the  Secretary, 
in  determining  Federal  payments  to  be  made  under  Titles  V,  XVIII  and  XIX 
(of  the  Social  Security  Act)  for  services,   shall  not  include- - 

(1)  an  amount  equal  to  ten  times  any  amount  attributable  to 
depreciation,  interest  on  borrowed  funds,  a  return  on  equity  capital  (in  case 
of  proprietary  facilities),   or  any  other  expense  related  to  a  capital  expenditure 
made  for  the  provision  of  such  new  institutional  health  service,  or 

(2)  any  amount  for  direct  operating  costs  or  charges  for  the  provision 
of  such  service, 

unless  he  determines;  after  taking  into  account  any  recommendations 
made  by  the  State  health  planning  and  development  agency  and  the  health  systems 
agency  designated  under  section  1515  of  the  Public  Health  Service  Act  for  the 
health  service  area  in  which  the  new  institutional  health  service  is  to  be  offered, 
that  such  service  is  necessary  for  the  effective  and  economical  delivery  of 
health  services  under  Titles  V,  XVIII  or  XIX. 
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Mr.  Rogers.  Thank  you  very  much,  Mr.  DiPrete,  for  a  very  helpful 
statement  and  the  suggestions.  If  you  will  let  us  have  language  that 
will  be  helpful. 

Dr.  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Who  would  be  responsible  for  approving  certificate-of-need  appli- 
cations ? 

Mr.  Hollander.  Is  that  certificate-of-need  agency,  sir  ? 

Mr.  Carter.  Yes,  certificate-of-need  agencies.  What  are  these  ? 

Mr.  HoLLAXDER.  HSA's  or  SHPDA's,  that  is  in  States  where  cer- 
tificates-of-need  come  into  play,  there  are  qualifying  Federal  and 
State  laws  on  particular  agencies  responsibility  for  reviewing  and 
making  decisions.  The  HSA's  advise  the  principals. 

Mr.  Carter.  I  beg  your  pardon. 

Mr.  Hollander.  The  HSA's  are  responsible  for  making  recom- 
mendations to  such  agencies  and  advising  them.  They  are  responsible 
for  that,  if  I  understand  you  correctly. 

Mr.  Carter.  HSA's  actually  do  the  groundwork  and  the  SHPDA 
makes  the  final  decision.  Would  you  have  the  Governor  make  the 
final  assessment  on  the  certificate  of  need  ? 

Mr.  Hollander.  No,  sir.  I  think  it  is  the  responsibility  of  the 
agency. 

Mr.  Carter.  Would  you  have  25  percent  of  HSA's  composed  of 
elected  officials  and  counted  as  part  of  the  providers  ? 

Mr.  Hollander.  It  would  be  our  recommendation  that  that  not 
become  a  mandated  part  of  the  law.  We  believe  that  the  purpose 
and  intent  of  the  Planning  Act  was  to  develop  a  local  planning 
process  between  providers  and  consumers.  To  mandate  the  require- 
ment that  local  officials  make  up  25  percent  of  the  boards  would  not 
be  in  the  spirit  of  the  act. 

Mr.  Carter.  Mr.  DiPrete,  I  would  like  to  ask  you  about  what  per- 
centage of  the  membership  of  HSA  boards  are  insurers  who  are 
providers,  or  who  are  considered  as  providers. 

Mr.  DiPrete.  We  have  250  representatives  from  the  insurance 
companies  serving  actually  on  HSA's  or  State  health  care  coordi- 
nating committees.  The  majority  are  serving  on  HSA's. 

Mr.  Carter.  I  notice  you  would  like  to  see  the  consumer  group 
increase.  Is  that  correct  ? 

Mr.  DiPrete.  Yes  sir. 

Mr.  Carter.  You  would  be  willing  to  have  insurers  classified  as 
providers.  Is  that  correct  ? 

Mr.  DiPrete.  The  present  law  calls  for  60  percent,  up  to  60  percent 
to  be  consumers,  I  believe.  We  feel  that  as  long  as  the  majority  or  in 
that  neighborhood  are  60  percent  we  are  supportative  of  giving  the 
law  a  better  chance  to  work  as  it  is  now  constituted  without  changing 
it. 

Mr.  Carter.  You  say  you  want  to  increase  the  number  of  consumers. 
I  have  no  argument  with  that.  In  case  you  do  that,  of  course,  every- 
one must  give  and  as  a  representative  of  the  health  insurance  group 
with  250  members  on  HSA's,  are  you  willing  to  furnish  a  number  in 
order  to  accomplish  this  purpose  ? 

Mr.  DiPrete.  If  it  became  consumer  versus  pro^dders,  we  would 
yield  to  the  consumers. 
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Mr.  Carter.  You  would  have  to  yield.  I  am  trying  to  have  you 
put  it  in  concrete  if  you  would  like  it  that  way.  At  least  51  percent 
of  the  consumers  but  not  more  that  60  percent  is  the  present  require- 
ment, of  course. 

I  notice  that  you  want  certificate-of-need  controls  on  Federal  hos- 
pitals, too.  Is  that  correct  ? 
Mr.  Hollander.  Are  you  talking  to  me.  Dr.  Carter  ? 
Mr.  Carter.  That  is  part  of  your  statement. 

Mr.  Hollander.  That  is  true.  It  is  the  Blue  Cross  Associations 
view  that  we  have  to  be  concerned  about  all  health  care  facilities  in 
this  country.  In  many  localities  Federal  hospitals  are  a  major  part 
of  the  health  delivery  system  and  we  feel  they  should  be  subject  to 
such  planning  as  voluntary  hospitals  are. 

Mr.  Carter.  Veterans  in  many  instances  are  not  receiving  the  best 
treatment  which  we  think  those  who  served  our  country  really  deserve. 

Mr.  Hollander.  I  think  all  people  in  this  country  should  receive 
the  best  treatment  that  is  possible  irrespective  of  the  source  of  that 
treatment.  With  certificate-of-need,  there  is  responsibility  to  insure 
that  quality  of  care  will  be  appropriate  along  with  quantity. 

Mr.  Carter.  You  do  not  think  that  veterans  should  get  any  pref- 
erential treatment  or  should  have  better  hospitals.  Is  that  correct? 

Mr.  Hollander.  I  did  not  say  that. 

Mr.  Carter.  In  effect  ? 

Mr.  Hollander.  No;  I  believe  Veteran's  Hospitals  should  be  sub- 
ject to  the  same  requirements  of  review  as  other  hospitals.  I  do  be- 
lieve that  people  who  served  this  country  should  receive  the  full 
support  of  the  people  in  Congress.  I  think  the  issue  of  certificate-of- 
need  associated  with  such  hospitals  is  a  sensitive  question. 

Mr.  Carter.  What  about  certificate-of -needs  for  HMO's? 

Mr.  Hollander.  You  notice  in  our  testimony  we  said  that  we 
strongly  believe  that  HMO's  should  be  supported  equally.  Blue  Cross 
has,  itself,  fostered  many  HMO's  and  has  supported  the  development 
of  all  kinds  of  alternative  delivery  systems.  We  do  not  feel,  however, 
that  a  special  exemption  from  the  public  process  of  review  should 
be  granted  to  anyone. 

The  present  Health  Planning  Act  does  provide  for  making  special 
exemptions  in  some  instances,  but  it  requires  that  the  planning  review 
process  take  place.  In  some  parts  of  the  country,  the  size  of  HMO's 
has  already  reached  a  point  where  it  is  hard  to  argue  that  they  are 
a  small  fledgling  developing  institution. 

Mr.  Carter.  We  are  now  requiring  them  to  furnish  the  services 
which  they  were  supposed  to  furnish  according  to  the  original  legis- 
lation. 

Mr.  Hollander.  I  am  sorry,  I  did  not  hear  the  first  part  of  the 
question. 

Mr.  Carter.  It  was  not  a  question.  It  was  a  statement. 
Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Mr.  Hollander,  I  believe  you  recommended  that  fixed 
costs  associated  with  closure  or  conversion  of  facilities  be  recognized 
by  all  payers  ? 

Mr.  Hollander.  Yes,  sir. 

Mr.  Rogers.  How  would  you  propose  it  be  done  and  change  the 
law  necessary  ? 


495 


Mr.  Hollander.  I  do  not  believe  that  a  change  in  the  law  is  neces- 
sary. I  would  like  with  permission  to  review  the  medicare  and 
medicaid  laws  and  make  suggestions. 

Mr.  Rogers.  That  would  be  helpful  to  the  committee. 

Thank  you.  both  for  being  here.  Your  testimony  has  been  very 
helpful. 

Mr.  Hollander.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  The  next  witness  is  Mr.  Gemmell,  associate  director, 
National  Association  of  Counties.  Welcome  to  the  committee.  Your 
statement  will  be  made  a  part  of  the  record  in  full.  If  you  will 
highlight  it  for  us,  the  committee  will  appreciate  it. 

STATEMENT  OF  MIKE  K.  GEMMELL,  ASSOCIATE  DIRECTOR  FOR 
HEALTH  AND  EDUCATION,  NATIONAL  ASSOCIATION  OF 
COUNTIES  (NACo) 

Mr.  Gemmell.  Thank  you  Mr.  Chairman.  Mr.  Chairman  and 
members  of  the  subcommittee,  my  name  is  Mike  Gemmell,  associate 
director  for  Health  and  Education  of  the  National  Association  of 
Counties,  (NACo),  and  I  am  here  today  to  present  our  views  on 
H.R.  10460. 

NACo  is  the  only  national  organization  representing  county  gov- 
ernment in  America.  Its  membership  includes  urban,  suburban,  and 
rural  counties  joined  together  for  the  common  purpose  of  strengthen- 
ing county  government  to  meet  the  needs  of  all  Americans. 

By  virtue  of  a  county's  membership,  all  its  elected  and  appointed 
officials  become  participants  in  an  organization  dedicated  to  the 
following  goals.  That  is  improving  county  government,  serving  as 
the  national  spokesman  for  county  government,  acting  as  a  liaison 
between  the  Nation's  counties  and  other  levels  of  government  and 
achieving  public  understanding  of  the  role  of  counties  in  the  Federal 
system. 

In  the  interest  of  time,  we  are  submitting  for  the  record  a  detailed 
statement  of  our  proposed  amendments  to  the  National  Health  Plan- 
ning and  Resources  Development  Act  [see  p.  499].  I  shall  confine  my 
remarks  to  our  major  concerns. 

The  National  Association  of  Counties  is  strongly  in  support  of  a 
truly  local  health  planning  system.  These  agencies,  we  believe,  should 
play  a  key  role  in  the  containment  of  costs  and  the  implementation 
of  a  national  health  financing  system.  They  must  also  provide  the 
stimulus  for  providing  services  in  underserved  areas  and  encourage 
the  kind  of  public  health  and  prevention  activities  which  offer  the 
greatest  potential  for  long-term  improvement  in  health  status. 

However,  planning  in  general  and  health  planning  in  particular 
are  intensely  political  activities.  It  is  the  process  by  which  scarce 
resources  are  allocated.  That  is  the  classic  definition  of  politics.  As 
such,  the  process  of  planning  is  far  more  than  the  mere  development 
of  technically  competent  plans,  reports  and  analyses.  Of  at  least  equal 
importance  is  the  development  of  a  broad  based  community  support 
for  the  process  and  for  the  specific  policies  which  are  embodied  in 
the  health  systems  and  annual  implementation  plan. 
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Without  broad  public  support,  neither  public  nor  private  HSA's 
can  withstand  the  political  pressure  which  inevitably  will  result  from 
policies  aimed  at  making  the  health  care  system  more  efficient  and 
effective. 

There  is  clearly  no  large  constituency  now  in  existence  for  restrict- 
ing the  health  care  system.  The  some  50,000  responses  to  the  recently 
issued  National  Guidelines  for  Health  Planning  make  this  absence 
abundantly  clear. 

Mr.  Rogers.  May  I  interrupt.  I  am  sure  you  are  aware  that  some 
43,000  came  from  three  States.  You  may  proceed. 

Mr.  Gemmell.  Thank  you.  If  this  constituency  is  to  evolve,  it  must 
be  developed  at  the  local  level  and  the  HSA's  are  critically  important 
participants.  These  local  agencies  must  be  credible  and  have  the 
understanding  and,  hopefully,  the  support  of  all  segments  of  the 
community  which  have  an  interest  in  improving  the  efficiency  and 
effectiveness  of  the  health  care  system. 

Our  concern  is  that  elected  officials  and  other  major  groups  are 
alienated  from  the  health  planning  process.  Their  alienation  is 
caused  by  the  structure  and  processes  of  many  HSA's  which  are 
established  to  avoid  the  significant  and  meaningful  involvement  of 
the  local  official  and  other  major  consumer  and  provider  groups.  Yet, 
their  involvement  and  political  support  are  critical  for  the  successful 
implementation  of  the  plans  and  policies  of  the  HSA. 

The  amendments  we  are  proposing  are  based,  in  part,  on  intensive, 
on-site  studies  of  some  15  HSA's  around  the  country.  They  focus  on 
assuring  that  elected  officials  and  other  major  consumer  and  provider 
groups  have  a  meaningful — as  opposed  to  token — participation  in  the 
health  planning  process.  While  these  changes  will  not  assure  commu- 
nity support,  they  will  remove  one  of  the  major  factors  disintegrating 
such  support. 

First,  we  believe  that  the  public  regional  planning  body,  joint 
powers  agency  or  unit  of  local  government  should  have  the  authority 
to  approve  the  major  policy  documents  of  the  agency,  as  well  as  the 
budget.  It  should  also  have  the  authority  to  set  the  rules  and  regula- 
tions of  the  agency  and  appoint  the  governing  body  for  health 
planning. 

Presently,  after  the  governing  body  is  appointed,  the  HSA  has 
nothing  to  do.  No  wonder,  Mr.  Chairman,  that  local  officials'  at- 
tendance is  sparse.  Yet,  it  is  responsible  for  the  policies  which  are 
inherent  in  the  HSP  and  AIP. 

H.R.  10460  gives  the  governing  board  of  the  HSA  the  power  to 
appoint  the  governing  body  for  health  planning  and  to  approve  the 
agency's  budget.  Budget  control,  we  think,  is  critical  and  we  fully 
support  the  inclusion  of  this  provision.  However,  if  the  governing 
board  is  to  be  truly  accountable  and  if  the  public  agency  is  to  play 
a  truly  meaningful  role,  then  it  must  have  the  power  to  approve  the 
HSP  and  AIP,  the  criteria  for  project,  institutional  and  appropriate- 
ness review,  set  the  operating  rules  and  regulations  for  the  agency 
and  act  as  an  appeal  board  for  decisions  made  by  the  governing  body 
for  health  planning. 

A  second  major  concern  relates  to  the  closed,  often  self -perpetuating 
nature  of  many  HSA's.  The  present  law  allows  a  subcommittee  of  the 
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existing  governing  body  to  choose  new  members  of  the  body.  In 
addition,  it  allo\YS  virtually  any  member  of  a  group  to  represent  that 
group. 

Therefore,  any  minority  member  can  be  deemed  to  represent 
minorities,  an  elderly  person  can  represent  the  elderly,  and  so  on.  The 
problem  of  elected  officials  is  particularly  difficult.  A  public  health 
nurse,  a  faculty  member  from  a  public  community  college  in  health 
sciences,  or  even  the  coroner  can  be  considered  a  public  official 
representing  the  county.  A  study  of  the  first  136  HSA's  showed  that 
only  9  percent  were  local  elected  officials. 

An  additional  problem,  relatively  unique  to  elected  officials,  relates 
to  the  need  to  clarify  all  governing  body  members  as  consumers  or 
providers.  Many  elected  officials  are  classified  as  providers  solely 
because  the  county  board  also  serves  as  the  county  health  board, 
board  of  trustees  of  the  county  home  or  hospital  or  sponsors  or  funds 
programs  providing  county  alcohol,  drug  abuse  or  mental  health 
services. 

However,  elected  officials  are  not  providers  as  the  act  contemplated. 
They  are  public  officials  who  represent  the  public.  That  is  both 
consumers  and  providers. 

^\Tiile  H.R.  10460  prohibits  the  selection  of  new  members  of  the 
governing  body  by  the  existing  governing  body  or  a  subcommittee 
of  it,  we  believe  that  the  bill  should  go  further.  Because  of  their 
significant  role  in  the  provision  of  health  care,  their  role  in  paying  for 
health  care,  particularly  medicaid,  and  because  they  can  show  a  direct 
constituency  relationship  to  all  segments  of  the  community,  we 
believe  that  one-third  of  the  seats  on  an  HSA  governing  body  should 
be  reserved  for  local  elected  officials  or  their  designees  from  units  of 
local  government  with  substantial  health  interests. 

We  believe  that  elected  officials  should  be  identified  as  a  separate 
category  from  consumers  or  providers.  Local  elected  official  seats 
should  be  filled  by  direct  appointments  by  units  of  local  government 
or  combinations  with  substantial  health  interest. 

Finally,  there  are  12  single  State  or  virtually  single  State  HSA's. 
In  addition,  there  are  several  States,  such  as  Iowa  ?nd  Nebraska,  with 
HSA's  of  50  or  more  counties.  In  these  areas  and  others,  participation 
by  local  officials  and  others  is  difficult,  if  not  impossible. 

As  a  result,  we  believe  that  the  act  should  contain  a  strong  endorse- 
ment for  subarea  councils  with  the  indication  that  where  possible, 
they  should  follow  existing,  recognized  boundaries.  We  also  believe 
that  the  HSA's  should  be  given  the  authority  to  delegate  elements  of 
plan  development  and  project  review  authority  to  the  subarea  council. 

In  closing,  on  behalf  of  XACo,  I  would  like  to  congratulate  you 
and  your  staff  for  the  fine  job  you  have  done  in  preparino^  H.R.  10460. 
We  support  many  of  the  provisions  already  in  the  bill.  That  includes 
provisions  allowing  the  secretary  to  return  agencies  which  cannot 
perform  to  a  conditionally  designated  status  and  provisions  allowing 
increased  rural  representation. 

It  includes  provisions  significantly  expanding  open  meetings  and 
records  requirements,  requirements  for  public  health  and  prevention 
expertise  in  HSA  staffs,  and  provisions  making  area  redesignations 
easier. 
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We  are  particularly  pleased  with  the  provision  of  $100  million  for 
the  refurbishment  of  public  general  hospitals.  Many  of  the  large, 
urban  public  general  hospitals  suffer  from  old  and  inadequate 
physical  plants  which  are  often  in  violation  of  health  safety  codes. 

These  amendments,  and  those  we  have  offered,  will  go  a  long  way 
to  remedying  the  structural  and  procedural  elements  which  have 
served  to  undermine  local  political  support.  With  these  changes, 
HSA's  can  become  the  strong,  credible  agents  for  change  in  the  health 
care  system  that  Congress  intended. 

Thank  you. 

[Testimony  resumes  on  p.  530.] 

[Mr.  Gemmell's  prepared  statement  and  proposed  amendments 
follow :] 
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STATEMENT  OF  MICHAEL  K.  GE>!MELL,  ASSOCIATE  DIRECTOR,  NATIONAL  ASSOCIATION  OF  COLTS'TIES 

BEFORE  THE  COMMITTEE  ON  INTERSTATE  Am  FOREIGN  COMMERCE,   SUBCOMMIITEE  ON  HEALTH  AND 
THE  EN\'IRONMENT,   ON  THE  HEALTH  PLANNING  AND  RESOLUCES  DEVELOPJ-IENT  AMENDMENTS  OF  1978, 
H.R.   10460,   FEBRUARY  1,   1978,  WASHINGTON,  D.  C. 

MR.  CHAIRMAN,  MEMBERS  OF  THE  SUBCOMMITTEE,  MY  NAME  IS  MICHAEL  K.  GEMMELL, 
ASSOCIATE  DIRECTOR  FOR  HEALTH  AiND  EDUCATION  OF  THE  NATIONAL  ASSOCIATION  OF  COL-NTIES 
(NACo)-  Am  I  AM  HERE  TODAY  TO  PRESENT  OUR  VIEWS  ON  H.R.  10460. 

IN  THE  INTEREST  OF  TIME,  WE  ARE  SUBMITTJiNG  FOR  THE  RECORD  A  DETAILED  STATEMENT 
OF  OUR  PROPOSED  A>IENTDMENTS  TO  THE  NATIONAL  HEALTH  PLAlvT^ING  AND  RESOURCES  DEVELOPMENT 
ACT.     I  SHALL  CONFINE  MY  REMARKS  TO  OUR  MAJOR  CONCERNS. 

THE  NATIONAL  ASSOCIATION  OF  COUNTIES  IS  STRONGLY  IN  SLTPORT  OF  A  TRULY  LOCAL 
HEALTH  PLANNING  SYSTEM.     THESE  AGENCIES,  WE  BELIEVE,   SHOULD  PLAY  A  KEY  ROLE  IN  THE 
CONTAIN^IENT  OF  COSTS  AND  THE  IMPLEMENTATION  OF  A  NATIONAL  HEALTH  FINANCING  SYSTEM. 
THEY  MUST  ALSO  PROVIDE  THE  STIMLTLUS  FOR  PROVIDING  SERVICES  IN  LT^DERSERVED  AREAS  AND 
ENCOURAGE  THE  KINT)  OF  PUBLIC  HEALTH  A>TD  PREVENTION  ACTIVITIES  WlilCH  OFFER  THE  GREATEST 
POTENTIAL  FOR  LONG  TERM  IMPROVEMENT  IN  HEALTH  STATUS. 

HOWEVER,  PLAN-NING  IN  GENERAL  AND  HEALTH  PLANNING  IN  PARTICULAR  ARE  INTENSELY 
POLITICAL  ACTIVITIES.     IT  IS  THE  PROCESS  BY  WHICH  SCARCE  RESOURCES  ARE  ALLOCATED  — 
THE  CLASSIC  DEFINITION  OF  POLITICS.     AS  SUCH,  THE  PROCESS  OF  PLANNING  IS  FAR  MORE 
THAN  THE  MERE  DEVELOPMENT  OF  TECHNICALLY  COMPETENT  PLANS,  REPORTS  A-ND  ANALYSES. 
OF  AT  LEAST  EQUAL  I>[PORTANCE  IS  THE  DEVELOPMENT  OF  A  BROAD  BASED  COMMUNITY  SLTPORT 
FOR  THE  PROCESS  AND  FOR  THE  SPECIFIC  POLICIES  WHICH  ARE  EMBODIED  IN  THE  HEALTH  SYSTEMS 
PLAN  AND  ANT^'AL  IMPLEMENTATION  PLAN.     WITHOUT  BROAD  PUBLIC  SLTPORT,  N'EITHER  PUBLIC 
NOR  PRIVATE  HSAs  CAN  WITHSTAND  THE  POLITICAL  PRESSURE  WHICH  INEVITABLY  WILL  RESULT 
FROM  POLICIES  AIMED  AT  MAKING  THE  HEALTH  CARE  SYSTEM  MORE  EFFICIENT  AND  EFFECTIVE. 

THERE  IS  CLEARLY  NO  LARGE  CONSTITLTNCY  NOW  IN  EXISTENCE  FOR  RESTRICTING  THE 
HEALTH  CARE  SYSTEM.     THE  SOME  50,000  RESPONSES  TO  THE  RECENTLY  ISSUED  NATIONAL  GUIDE- 
LINES FOR  HEALTH  PLANNING  MAKE  THIS  ABSENCE  ABL^ANTLY  CLEAR.     IF  THIS  CONSTITUENCY 
IS  TO  E^70LVE,   IT  MUST  BE  DEVELOPED  AT  THE  LOCAL  LEVEL  ~  AND  THE  HSAs  ARE  CRITICALLY 
IMPORTANT  PARTICIPANTS.     THESE  LOCAL  AGENCIES  MUST  BE  CREDIBLE  AND  HAVE  THE  UNDER- 
STANDING AND,  HOPEFULLY,  THE  SUPPORT  OF  ALL  SEGMFNTS  OF  THE  COMMUNITY  WHICH  HAVE  AN 
INTEREST  IN  I^fPROVING  THE  EFFICIENCY  ANT)  EFFECTIVENESS  OF  THE  HEALTH  CARE  SYSTEM. 


NACo  is  the  only  national  organization  representing  county  government  in  America. 
Its  membership  includes  urban,   suburban,  and. rural  counties  joined  together  for  the 
common  purpose  of  strengthening  county  government  to  meet  the  needs  of  all  Americans 
By  virtue  of  a  county's  membership,  all  its  elected  and  appointed  officials  become 
participants  in  an  organization  dedicated  to  the  following  goals:     improving  county 
government;   serving  as  the  national  spokesman  for  county  govemm.ent;  acting  as  a 
liaison  between  the  nation's  counties  and  other  levels  of  government;  and  achieving 
public  understanding  of  the  role  of  counties  in  the  federal  system. 
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OUR  CONCERN  IS  THAT  ELECTED  OFFICIALS  AND  OTHER  KUOR  GROLTPS  ARE  ALIENATED 
FROM  THE  HEALTH  PLANNING  PROCESS.     THEIR  ALIENATION  IS  CAUSED  BY  THE  STRUCTURE  AND 
PROCESSES  OF  MANY  HSAs  WHICH  ARE  ESTABLISHED  TO  AVOID  THE  SIGNIFICANT  AND  MEANINGFUL 
INVOLVEMENT  OF  THE  LOCAL  OFFICIAL  AND  OTHER  MAJOR  CONSUMER  AND  PROVIDER  GROUPS.  YET, 
THEIR  INVOLVEMENT  AND  POLITICAL  SUPPORT  ARE  CRITICAL  FOR  THE  SUCCESSFUL  IMPLEMENTATION 
OF  THE  PLANS  AND  POLICIES  OF  THE  HSA. 

THE  AMENDMENTS  WE  ARE  PROPOSING  ARE  BASED,   IN  PART,   ON  INTENSIVE,  ON-SITE 
STUDIES  OF  SOME  12  HSAs  AROUND  THE  COUNTRY.     THEY  FOCUS  ON  ASSURING  THAT  ELECTED 
OFFICIALS  AND  OTHER  MAJOR  CONSUMER  AND  PROVIDER  GROUPS  HAVE  A  MEANINGFUL  —  AS  OPPOSED 
TO  TOKEN  ~  PARTICIPATION  IN  THE  HEALTH  PLANNING  PROCESS.     TOILE  THESE  CHANGES  WILL 
NOT  ASSURE  COMMUNITY  SUPPORT,  THEY  WILL  REMOVE  ONE  OF  THE  MAJOR  FACTORS  DISINTEGRATING 
SUCH  SUPPORT. 

FIRST,  WE  BELIEVE  THAT  THE  PUBLIC  REGIONAL  PLANNING  BODY,  JOINT  POWERS  AGENCY 
OR  UNIT  OF  LOCAL  GOVERN^IENT  SHOULD  HAVE  THE  AUTHORITY  TO  APPROVE  THE  MAJOR  POLICY 
DOCUMENTS  OF  THE  AGENCY,  AS  WELL  AS  THE  BUDGET.     IT  SHOULD  ALSO  HAVE  THE  AUTHORITY 
TO  SET  THE  RULES  AND  REGULATIONS  OF  THE  AGENCY  AND  APPOINT  THE  GOVERNING  BODY  FOR 
HEALTH  PLANNING.     PRESENTLY,  AFTER  THE  GOVERNING  BODY  IS  APPOINTED,  THE  HSA  HAS 
NOTHING  TO  DO  —  YET,   IT  IS  RESPONSIBLE  FOR  THE  POLICIES  WHICH  ARE  INHERENT  IN  THE 
HSP  AND  AIP. 

H.R.  10460  GIVES  THE  GOVERNING  BOARD  OF  THE  HSA  THE  POWER  TO  APPOINT  THE  GOVERN- 
ING BODY  FOR  HEALTH  PLANNING  AND  APPROVE  THE  AGENCY'S  BUDGET.     BUDGET  CONTROL,  IVE 
THINK,   IS  CRITICAL,  AND  WE  FULLY  SUPPORT  THE  INCLUSION  OF  THIS  PROVISION.  HOWEVER, 
IF  THE  GOVERNING  BOARD  IS  TO  BE  TRULY  ACCOUNTABLE  AND  IF  THE  PUBLIC  AGENCY  IS  TO  PLAY 
A  TRULY  MEANINGFUL  ROLE,  THAN  IT  MUST  HAVE  THE  POWER  TO  APPROVE  THE  HSP  AND  AIP,  THE 
CRITERIA  FOR  PROJECT,   INSTITUTIONAL  AND  APPROPRIATENESS  REVIEW,   SET  THE  OPERATING 
RULES  AxND  REGULATIONS  FOR  THE  AGENCY,  AND  ACT  AS  AN  APPEAL  BOARD  FOR  DECISIONS  MADE 
BY  THE  GOVERNING  BODY  FOR  HEALTH  PLAN-NING. 

A  SECOND  MAJOR  CONCERN  RELATES  TO  THE  CLOSED,  OFTEN  SELF-PERPETUATING  NATURE 
OF  MAi^IY  HSAs.     THE  PRESENT  LAW  ALLOWS  A  SUBCOMMITTEE  OF  THE  EXISTING  GOVERNING  BODY 
TO  CHOOSE  NEW  MEMBERS  OF  THE  BODY.     IN  ADDITION,   IT  ALLOWS  VIRTUALLY  ANY  MEMBER  OF 
A  GROUP  TO  REPRESENT  THAT  GROUP.     THEREFORE,  ANY  MINORITY  MEMBER  CAN  BE  DEEMED  TO 
P.EPRESENT  MINORITIES,  ANY  ELDERLY  PERSON  CAN  REPRESENT  ELDERLY,  AND  SO  ON.  THE 
PROBLEM  OF  ELECTED  OFFICIALS  IS  PARTICULARLY  DIFFICULT.     A  PUBLIC  HEALTH  NURSE,  A 
FACULTY  MEMBER  FROM  A  PUBLIC  COMMUNITY  COLLEGE  IN  HEALTH  SCIENCES,  OR  EVEN  THE 
CORONER  CAJSI  BE  CONSIDERED  A  PUBLIC  OFFICIAL  REPRESENTING  THE  COUNTY.     A  STUDY  OF 
THE  FIRST  136  HSAs  SHOWED  THAT  ONLY  9%  WERE  LOCAL  ELECTED  OFFICIALS. 
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AN  ADDITIONAL  PROBLEM,  RELATIVELY  UNIQUE  TO  ELECTED  OFFICIALS,  RELATES  TO  THE 
NEED  TO  CLARIFY  ALL  GOVERNING  BODY  MEMBERS  AS  CONSUMERS  OR  PROVIDERS.     MANY  ELECTED 
OFFICIALS  ARE  CLASSIFIED  AS  PROVIDERS  SOLELY  BECAUSE  THE  COUNTY  BOARD  ALSO  SERVES 
AS  THE  COUNTY  HEALTH  BOARD,   BOARD  OF  TRUSTEES  OF  THE  COUNTY  HOME  OR  HOSPITAL,  OR 
SPONSORS  OR  FUNDS  PROGRAMS  PROVIDING  COUNTY  ALCOHOL,  DRUG  ABUSE  OR  MENTAL  HEALTH 
SERVICES. 

HOWEVER,  ELECTED  OFFICIALS  ARE  NOT  PROVIDERS  AS  THE  ACT  CONTEMPLATED.  THEY 
ARE  PUBLIC  OFFICIALS  WHO  REPRESENT  THE  PUBLIC  —  BOTH  CONSUMERS  AND  PROVIDERS. 

WHILE  H.R.   10460  PROHIBITS  THE  SELECTION  OF  NEW  MEMBERS  OF  THE  GOVERNING  BODY 
BY  THE  EXISTING  GOVERNING  BODY  OR  A  SUBCOMMITTEE  OF  IT,  ^^^E  BELIEVE  THAT  THE  BILL 
SHOULD  GO  FURTHER. 

•  BECAUSE  OF  THEIR" SIGNIFICANT  ROLE  IN  THE  PROVISION  OF  HEALTH  CARE,  THEIR 
ROLE  IN  PAYING  FOR  HEALTH  CARE,  PARTICULARLY  MEDICAID,  AND  BECAUSE  THEY 
CAN  SHOW  A  DIRECT  CONSTITUENCY  RELATIONSHIP  TO  ALL  SEGMENTS  OF  THE 
COMMUNITY,  WE  BELIEVE  THAT  1/3  OF  THE  SEATS  ON  AN  HSA  GOVERNING  BODY 
SHOLT-D  BE  RESERVED  FOR  LOCAL  ELECTED  OFFICIALS  OR  THEIR  DESIGNEES  FROM 
UNITS  OF  LOCAL  GOVERNMENT  WITH  SUBSTANTIAL  HEALTH  INTERESTS. 

•  WE  BELIEVE  THAT  ELECTED  OFFICIALS  SHOULD  BE  IDENTIFIED  AS  A  SEPARATE 
CATEGORY  FROM  CONSUMERS  OR  PROVIDERS. 

•  LOCAL  ELECTED  OFFICIAL  SEATS  BE  FILLED  BY  DIRECT  APPOINTMENTS  BY  UNITS 
OF  LOCAL  GOVERNMENT  OR  COMBINATIONS  WITH  SUBSTANTIAL  HEALTH  INTEREST. 

FINALLY,  THERE  ARE  12  SINGLE  STATE  OR  VIRTUALLY  SINGLE  STATE  HSAs.     IN  ADDITION, 
THERE  ARE  SEVERAL  STATES,   SUCH  AS  IOWA  AND  NEBRASKA,  OTTH  HSAs  OF  50  OR  MORE  COUNTIES. 
IN  THESE  AREAS  AND  OTHERS,  PARTICIPATION  BY  LOCAL  OFFICIALS  AND  OTHERS  IS  DIFFICULT, 
IF  NOT  IMPOSSIBLE.     AS  A  RESULT,  WE  BELIEVE  THAT  THE  ACT  SHOULD  CONTAIN  A  STRONG 
ENDORSEMENT  FOR  SUBAREA  COUNCILS  WITH  THE  INDICATION  THAT  WHERE  POSSIBLE,  THEY  SHOULD 
FOLLOW  EXISTING,  RECOGNIZED  BOL-NDARIES.     WE  ALSO  BELIEVE  THAT  THE  HSAs  SHOULD  BE 
GIVEN  THE  ALT:H0RUY  TO  DELEGATE  ELEMENTS  OF  PLAN  DEVELOPMENT  AND  PROJECT  REVIEW 
AUTHORITY  TO  THE  SUBAREA  COL^CIL. 

IN  CLOSING,  ON  BEHALF  OF  NACo,   I  WOULD  LIKE  TO  CONGRATULATE  YOU  AxND  YOUR  STAFF 
FOR  THE  FINE  JOB  YOU  HA\rE  DONE  IN  PREPARING  H.R.  10460.     WE  SUPPORT  MANY  OF  THE 
PROVISIONS  ALREADY  IN  THE  BILL,  INCLLDING: 

•  PROVISIONS  ALLOWING  THE  SECRETARY  TO  RETURN  AGENCIES  WHICH  CANTsm 
PERFORM  TO  A  CONDITIONALLY  DESIGNATED  STATUS. 

•  PROVISIONS  ALLOWING  INCREASED  RLTIAL  REPRESENTATION.  " 

•  PROVISIONS  SIGNIFICANTLY  EXPANDING  OPEN  MEETINGS  ANT)  RECORDS  REQUIREMENTS. 
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•  REQUIREMENTS  FOR  PUBLIC  HEALTH  AND  PREVENTION  EXPERTISE  IN  HSA 
STAFFS . 

•  PROVISIONS  MAKING  ARE^  REDES IGNATIONS  EASIER. 

WE  ARE  PARTICULARLY  PLEASED  W^TH  THE  PROVISION  OF  $100  MILLION  FOR  THE  REFURBISHMENT 
OF  PUBLIC  GENERAL  HOSPITALS.     MANY  OF  THE  LARGE,  URBAN  PUBLIC  GENERAL  HOSPITALS 
SUFFER  FROM  OLD  AND  INADEQUATE  PHYSICAL  PLANTS  WHICH  ARE  OFTEN  IN  VIOLATION  OF  HEALTH 
SAFETY  CODES. 

THESE  AMENDMENTS,  AND  THOSE  WE  HAVE  OFFERED,  WILL  GO  A  LONG  WAY  TO  REMEDYING 
THE  STRUCTURAL  AND  PROCEDURAL  ELEMENTS  WHICH  HAVE  SERVED  TO  UNDERMINE  LOCAL  POLITICAL 
SUPPORT.     WITH  THESE  CHANGES,  HSAs  CAN  BECOME  THE  STRONG,  CREDIBLE  AGENTS  FOR  CHANGE 
IN  THE  HEALTH  CARE  SYSTEM  THAT  CONGRESS  INTENDED. 

THANK  YOU. 


HAjtoPAftTSHBBT: 
LBdSlATION 

National  Association  of  Counties 
1735  New  York  Avenue  N.W  Washington,  D  C  20006   202  785-9577 


Proposed  Amendments 

TO 

The  National  Health  Planning 
AND  Resources  Development  Act 
of  im  (PL  93-6^11) 
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Resolution  Concerning  NACo  Policy 
on  the  Reauthorization  and  Inplementation 
of  the  National  Health  Planning  and  Resources 
Development  Act  of  1974 

Whereas,       county  officials  must  be  intimately  involved  in  the  health 

planning  process.  • 

Whereas,       counties  provide  many  services  to  the  medically  indigent  as  well 
as  public  health  and  prevention  services. 

Whereas,       Public  Law  93-641  permitted  HSAs  to  be  fonned  without  the  active 
Involvement  of  county  officials. 

Whereas,       Some  HSAs  continue  to  exclude  county  officials  fron  active  and 

meaningful  involvement  in  the  planning  and  regulatory  processes  of  the  HSA. 
and 

Whereas,       Congress  will  be  reviewing  Public  Law  93-641  late  this  year  and  must 
reauthorize  the  legislation  by  September  30,  1978. 

NACo  urges  that: 

.    Congress  extend  the  National  Health  Planning  and  Resources  Development 

Act  [P.L.  93-641]  and  reaffim  the  principle  that  the  primary  responsibility 
for  health  planning  must  be  at  the  local  level. 

.    Congress  act  immediately  to  extend  the  maximum  period  of  conditional 
designation  for  HSAs  from  24  to  36  months. 

.    Congress  mandate  that  a  governor,  state  legislator  and  two  elected 
officials  representing  general  purpose  local  government  be  appointed  to 
to  the  National  Council  on  Health  Planning  and  Development. 

.    Congress  amend  P.L.  93-641  to  make  HSAs  more  open  and  politically 
responsible: 

a)  by  permitting  the  redesignation  of  health  service  areas 
when  a  "more  appropriate"  area  is  identified  and  specifying 
that  designations  of  any  new  health  service  areas  should  favor 
areas  congruent  with  existing  regional  planning  or  council 

of  government  boundaries.    Present  law  permits  redesignation 
oily  when   the  existing  area  fails  to  make  the  legal  requirement 
of  P.L.  93-461. 

b)  by  requiring  the  Secretary  to  hold  public  hearings  on  area 
redesignation  requests. 

c)  by  giving  units  of  local  government  or  coiiiDination  thereof 
equal  consideration  for  designation  as  health  systems  agencies 
in  any  future  designation  for  redesignated  areas  or  where  the 
existing  agency  was  terminated  by  HEW. 
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d)  by  giving  the  governing  board  of  a  public  HSA  authority 
to: 

1)    establish  personnel  and  other  rules  and 
regulations  for  the  agency,  including  the 
authority  to  hire  and  fire  the  executive 
director; 

11)    review  and  approve  or  disapprove  the  health 
systems  plan  and  annual  inplemsntation  plan; 

ill)    review  and  approve  or  disapprove  criteria 

pursuant  to  Section  1532;  (project,  new  construction 
and  appropriateness  reviews ) ; 

iv)    review  and  ^prove  or  disapprove  the  agency's 
yearly  budget; 

v)    appoint  the  members  of  the  governing  body  for 
health  planning; 

e)  by  requiring  that  at  least  1/3  of  the  members  of  an  HSA  governing  body 
and  any  executive  committee  be  local  elected  officials  or  other 
representatives  of  general  purpose  local  government  directly  appointed 
by  a  unit  or  combination  of  units  of  local  government. 

f)  by  exenpting  elected  officials  representing  general  purpose  local 
government  from  the  requirement  that  they  be  categorized  as  "consumers" 
or  providers". 

g)  by  changing  the  definition  of  rural  area  from  non  metropolitan  to  non 
urbanized  and  by  requiring  that  the  percentage  of  non  urban  representation 
be  at  least  equal  to  the  percentage  of  non  urbanized  residents  in  the 
health  service  area. 

h)  by  stating  that  HSAs  must  fom  subarea  councils  or  show  cause  why  they 
fall  to  do  so  and  by  requiring  that  the  HSA  must  delegate  specific 
planning  and  review  authority  to  them  and  by  requiring  that  the  compo- 
sition of  subarea  council  boards  as  closely  as  practical  meet  the 
ccarposition  requirements  of  Section  1521  (b)  (3)  (C). 

1)    by  requiring  that  virtually  all  meetings  of  the  governing  body  of  an  HSA 
as  well  as  all  meetings  of  conmittees,  subconmittees  and  the  executive 
conmittee  be  publicized  and  open  to  the  public  and  that  openness 
precedures  conply  with  state  "sunshine"  laws  when  they  are  present. 

j)    by  3?equiring  that  the  HSA,  in  accordance  with  the  AIP,  provide  technical 
assistance  to  prospective  applicants. 


506 


k)    by  placing  the  area  development  fund  in  the  State  Health  Planning 
and  Development  Agency  and  giving  the  HSA  review  and  comment 
authority  over  proposed  use    of  these  funds. 

1)    by  requiring  that  the  HSA  enter  into  fonnal  agreements  with  units  of 
general  purpose  local  government  or  combinations  thereof  to  assure 
that  direct  appointments  of  local  governmental  representatives  are 
made;  that  adequate  considerations  is  given  to  local  conmsnts  on  the 
HSP,  AIP  and  annual  renewal  ^plication  and  that  a  dispute  settlement 
process  exists. 

m)    by  permitting  the  Secretary  to  return  an  HSA  to  a  conditionally 

designated  status  if  It  fails  to  inplement,  in  good  faith,  the  structural 
requirements  of  Section  1512  and  the  planning  and  regulatory  functions 
of  Section  1513- 

n)    by  requiring  that  the  powers  of  any  executive  conmittee  be  formally 
delegated  by  the  governing  body  for  health  planning. 

.    Congress  fully  fund  HSA's  at  their  authorized  strength  and  raise  in  FY  '79, 
'80  and  '8l  the  authorization  levels  in  order  to  cover  inflation  and  increased 
authorities . 

.    Congress  enploy  the  existing  local  planning  and  regulatory  stmcture  in  any 
cost  containment  program 

.    Congress  specify  public  health  and  prevention  as  a  required  staff  skill. 

.    Congress  provide  that  50%  of  all  funds  appropriated  for  facilities  construction 
and  renovation  (Title  XVI)  be  reserved  for  medical  facilities  owned  by  states, 
cities  or  counties. 

.    Congress  adopt  the  Senate  Amendment  of  Section  1625  in  its  approved  version  of 
H.R.  4975. 


Adopted  by  the  Health  and  Education  Policy  Steering  Ccranittee  May  20,  1977 
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Proposed  Amendments   to  The  National  Health  Planning 
and  Resources   Development  Act  of  1974 


The  National  Association  of   Counties   strongly   supports  the 
concept  of  local  health  planning.     We  believe     that  health  sys- 
tems agencies  should  be  given  the  authority  to   limit  the  growth 
of  unnecessary  medical   facilities  and  equipment,    to  encourage 
the  development  of  needed  medical  care  in  underserved  areas  and, 
most  importantly,    to  encourage   the  kinds  of  public  health  and 
prevention  activities  which  we  believe  have  the  greatest  poten- 
tiality for  improving  health  and  reducing  costs. 

County  and  state  health  departments  have  long  demonstrated 
that  major  improvements  in  health  status  can  be  achie.ved  rela- 
tively cheaply  through  traditional,   and  in  some   cases   less  than 
traditional  public  health  activities.     We  have   seen  a  substan- 
tial reduction  in  infant  mortality  which   can  be  associated  with 
programs  which  provide  care,   attention  and  proper  diet  to  preg- 
nant women.     There  has  been  an  appreciable  reduction  in  the  pre- 
valence of  lead  poisoning  due  in  part  to   lead  based  paint  pro- 
grams,  often  operated  by  state  and  local  health  departments. 
Other  areas  where  potential  benefits   seem  possible  would  be  the 
reduction  of   stroke   through  the  careful  monitoring  and  control 
of  hypertension;    the  reduction  of  heart  disease  and  other  dis- 
eases through  conscientious  programs   to   change   the  way  people 
eat  and  exercise  and  the  reduction  in  smoking;   and  the  reduc- 
tion of  deaths  which  occur  as  a  result  of  cancer  of  the  uterine 
cervix  through  regular  screening  of  women.     In  fact,    it  seems 
clear  that  the  cause  and  most  effective  determinant  of  recovery 
in  many  forms  of  cancer  relates   to   the  environment  and  life 
style  of  the  individual.      In  the   long  run,    these  kinds   of  pro- 
grams can  have  a  much  greater  effect  on  reducing  the  current 
level   of  illness  and  disease. 

However,   if  local  planning  and  local  program  development 
is     to  be  successful,    it  must  occur  in  an  agency  which  is  re- 
sponsible to   the  desires  of  a  local  community.  Free-standing, 
politically  isolated  agencies   are  bound  to  fail  because  of  their 
inability  to  obtain  feedback  on  the  status  of  broad  political 
support  for  their  policies.      In  spite  of  the  congressional  in- 
tent to  create  an  open  process,    the  confused  and  complicated 
representational  requirements   in  PL  93-641  allow  a  dominant 
faction  in  a  private  non-profit  health  systems   agency  to  mani- 
pulate appointment  process  in  such  a  way  as   to  assure  control. 
The  result  of  this  process    (which  has  occurred  in  many,   but  by 
no  means  all  of  the  private  non-profit  HSAs)is  isolation,  stag- 
nation and  eventual   upheaval   as  necessary  support  groups  become 
alienated  from  the  planning  agency. 
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NACo  believes  that  this  process  of  exclusion  has  been 
particularly  significant  with  respect  to  elected  officials. 
We  have  encountered  many  agencies  which  have  permitted  them 
minimal   involvement  and  have  been  structured  to  assure  that 
no  legitimate   influence  external   to  the  HSA  can  be  brought  to 
bear  on  the  cecision  making  process. 

Planning  and  the  regulatory   functions  associated  with  HSAs 
are  basically  political  processes  since   they  define  the  criteria 
and  process  by  which  scarce  resources  are  allocated.     As  such 
the  elected  local  official  is  one  of   the  only  participants  in 
the  process  who  can  demonstrate  a  direct  relationship  to  a  con- 
stituency;  who  is  accessable  to  the  public   through  a  regularized 
and  well  understood  process;   and  who  can  provide  a  perspective 
which  is  different  from  the  narrowly  defined  interests  and  con- 
stituency,  if  any,   of  most   "consumers"  and  "providers". 

Thus,   NACo  feels  that  in  its  review  of  PL  93-641  Congress 
must  more  clearly  identify  realistic  goals   for  the  HSAs,  must 
give  them  the   tools  necessary  to  plan  for  the   improvement  of 
health  and  limitation  in  the  cost  of  medical  care.     Most  impor- 
tantly,  it  must  assure  that  the  health  planning  system  is  open 
and  that  significant  interests  including  elected  officials,  have 
not  only  imput ,   but  impact  on  local  health  policy  decisions. 

PROPOSED  AMENDMENTS 


I.   The  National  Council  on  Health  Planning  and  Development 

Section  l503Cb)(l) 

The  Council  shall  be  composed  of  fifteen  members.  The 
Chief  Medical  Director  of  the  Veterans  '  Administration, 
the  Assistant  Secretary  for  Health  and  Environment  of 
the  Department  of  Defense,  and  the  Assistant  Secretary 
for  Health  of  the  Department  of  Health,  Education,  and 
Welfare  shall  be  non-voting  ex  officio  members  of  the 
Council,     The  Council  shall  include  a_  governor ,   a  mem- 
ber of  a_  state  legis  lature  and  two  elected  representa- 
tives of  general  purpose  local  government .     The  remain- 
ing members  shall  be  appointed  by  the  Secretary  and 
shall  be  persons  who,  as  a  result  of  their  training , 
experience ,   or  attainments ,   are  exceptionally  well 
qualified  to  assist  in  carrying  out  the  functions  of 
the  Council. 

State  and  local  governments  are   significant  providers  of 
medical  care  and  preventive  care  services.     States  provide 
financial  input  into  the  medicaid  system,   as  do  counties   in  18 
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states.      States   and  counties   are   the  major  provider  of  treatment 
services   for   the   indigent  and  for  persons   suffering   from  alco- 
holism and  drug  abuse.      In  addition,    they  are   the  major  source 
of  public  health,   prevention  and  environmental   health  services. 
As   such,    these   units  of  government  provide   a   significant  service 
and  they  bring  a. perspective   to   the  planning  process  which  is 
not  paralled  by  the  provider  or  consumer  category.  Therefore, 
they  appropriately  should  be  allocated  specific  seats  on  the 
body  which  is  to  advise   the  Secretary  on  the  development  of 
national  health  policy. 


II.   Area  Redesignations 

A.  Criteria  for  redes ignation 

Section  iSlKb)  (4) 

The  Secretary  shall  review  on  a  continuing  basis  and 
at  request  of  any  Governor  or^  designated  health  sys- 
tems agency  or  units  of  general  -purpose  local  govern- 
ment the  appropriateness  of  the  boundaries  of  the 
health  service  areas  established  under  paragraph  (3) 
and,   if  he  determines  that  a  boundary  for  a  health  ser- 
vice area  no  longer  meets  the  requirements  of  subsection 
(a) ,   or  if  a  proposed  health  service  area  more  appro- 
priately or  more  completely  meets  the  requirements  qj[_ 
subsection  (a) ,   he  may  revise  the  boundaries  in  aacor- 
danae  with  the  procedures  prescribed  by  paragraph  (2) 
 (B)(ii).  ... 

Particularly  with  respect  to  the  west  and  the  south,  NACo 
has  found  a  number  of  statewide  HSAs  which  are  difficult,   if  not 
impossible,   to  administer.      In  other  areas  there  are  also  sub- 
state  regions  that  may  well  prove  to  be  inappropriate. 

In  Idaho,   the  HSA  cannot  maintain  the  staffing  pattern  which 
it  feels  is  necessary  and  appropriate  because  of  the  heavy 
drain  on  its  budget  caused  by  travel  expenses.     Lack  of  funds 
and  substantial  weather  problems  make  frequent  meeting  of  the 
governing  body  impossible.     In  Mississippi,   the   single  state 
HSA  was  imposed  over  three  separate  geographic  regions  and  10 
regional  planning  units.     There  also  continues  to  be  agitation 
in  some  substate  HSAs  for  area  redesignation . 

While  NACo  generally  concurs   in  the  belief  that  the  modifi- 
cation of  a  health  service  area  should  be  difficult  and  infre- 
quent,  we  nevertheless  believe  that  redesignation  of  areas  should 
not  wait  until  the  existing  area  is   in  direct  violation  of  Sec- 
tion 1511(a).     Rather,   we  feel   that  when  a  substantially  better 
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area  is  identified  -  one  which 
communities,  and  the  governor, 
sider  whether  the  area  is  more 
than  the  existing  area.  If  it 
redesignation  should  occur. 


has  the  support  of  the  local 
then  the  Secretary  should  con- 
appropriate  for  health  planning 
is  a  more  appropriate  area  then 


It  is  also  clear  that  in  some  states,  areas  were  defined 
in  such  a  way  as  to  exclude  the  possibility  of  public  HSAs . 
Therefore,  we  believe   that  one  of  the  critical   criteria  for 
consideration  in  redesignation  should  be  that  the  area  applying 
for  designation  is  a  unit  of  general  purpose  local  government 
or  a  public  regional  planning  body  eligible  for  designation  as 
a  public  HSA  under  Section  1512(b)(1)(B). 


B.  Procedures  for  Redesignation 
Section  iSll(b)  (4)    [new  seation] 


The  Searetary  shall  issue  regulations  indicating  the 
oritevia  for  area  redesignation.     In  addition^  for 
eaah  requested  area  redesignation^   the  Secretary  shall 
hold  a_  formal  hearing    and  shall  issue  a  written  de- 
cision in  each  case . 

NACo  believes  that  the  criteria  for  area  redesignation  should 
be  clear  and  consistently  applied.     Regulations  have  been  pub- 
lished containing  a  statement  of  criteria    [41  F.R. 39433    (1975) ] r 

However,   the  Bureau  of  Health  Planning  and  Resources  Develop- 
ment's policy  in  handling  requests   for  area  redesignation  is  to 
use  ad^  hoc  committees  with  only  a  set  of  minutes  as  the  result 
of  that  process.     This  procedure  gives  no  clarification  to  the 
criteria  listed  in  the  regulations. 

NACo  believes   that  the  process  of  making  decisions  on  area 
redesignations  should  help  to  clarify  the  criteria  for  redesig- 
nation -  not  obscure  them. 


In  order  to  assure  that  decisions  are  rational  and  the  cri- 
teria    applied  consistently,   the  use  of  ad  hoc  committees  should 
be  eliminated.     Rather,   there  should  be  a  formal  hearing.     As  a 
result  of  this  hearing  a  written  record  should  be  developed  with 
a  finding  of  fact,   a  statement  of  the  relevant  statutory  and  re- 
gulatory language  and  HEW  policy;   a  finding  of  facts  and  a 
decision . 

III.   Repeal  Section  Giving  Priority  in  Area  Designation  to 
314(b)  Areas 
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Section  iSlKo)    [gives  priority  for  area  designation  to 
areas  which  have  a  comprehensive  plan  prepared  under 
Section  314(b)   of  Title  III  of  the  Public  Health  Ser- 
vice Act]  ~ Repeat . 

This  provision  effectively  excluded  most  counties   and  pub- 
lic regional  planning  bodies   from  being  designated  as  health 
systems   agencies.      This  provision,    along  with  Section  1514, 
which  authorizes  the  provision  of  technical  assistance  only  to 
private  non-profit  applicants,   has  done  much  to  create  a  feel- 
ing of  animosity  toward  the  legislation  by  elected  county 
officials.     Repeal  of  this  section  would  help  to  indicate  that 
Congress  now  believes  that  public  and  private  applicants  should 
be  given  equal  assistance  and  consideration  in  any  future  re- 
designation  resulting  from  the   failure   to  renew  the  designa- 
tion agreement  of  an  existing  agency  or  because  of  area  rede- 
signation . 

IV.  Including  Public  Health  and  Prevention  Expertise  as  Part 
of  HSA  Staff 

Section  1512(b) ( 2) (A) 

Expertise  -  A  health  systems  agency  shall  have  a  staff 
which  provides  the  agency  with  at  least  the  following : 
(i)  Administration,  (ii)  the  gathering  and  analysis  of 
data,  (Hi)  health  planning,  (iv)  development  and  use 
health  resources ,  and  (v)  public  health  and  prevention 
of  desease . 

Research  conducted  by  the  National  Association  of  Counties 
Research  Foundation  indicates  that  many  HSAs  are  focusing  almost 
exclusively  on  medical  care.     Health  of  course,   has   little  to 
do  with  medical  care.     Rather,    it  is  a  function  of  what  we  eat, 
drink,  breath  and  the  kinds  of  life  styles  we  live.     It  is  clear 
that  we  will  neither  improve  health  or  reduce  cost  as   long  as 
HSAs  continue  the  excessive  emphasis  on  health  care.     Rather  HSAs 
must  take  a  broader  perspective  on  health  and  the  relation  be- 
tween health  and  medical  care. 

Therefore,   NACo  believe  that  Congress  should  also  reaffirm 
its  intent  that  HEW  assure  that  approved  Health  Systems  Plans 
contain  aggressive  and  realistic  goals   in  the  area  of  public 
health  and  prevention. 

V.  Public  Health  Systems  Agencies    (Powers  of  the  Governing 
Board) 
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Section  lSl2(b)  CZ) (A) 

In  general^  a  health  systems  agency  which  is  a  public 
regional  planning  body  or  unit  of  general  local  govern- 
ment shall,  in  addition  to  any  other  governing  body, 
have  a  governing  body  for  health  planning,  which  is 
established  in  accordance  with  subparagraph   (C) ,  which 
ehail  may  have  the  responsibilities  prescribed  by  sub- 
paragraph (B),  and  which  hae  may  have  authority  to 
perform  for  the  agency  the  functions  described  in  sec- 
tion 1513.     The  governing  body  of  any  unit  of  local 
government  or  regiona  I  p  lanmng  unit  which  is  a  health 
systems  agency  shall  have  exclusive  authority  to : 

i)  Establish  personnel  and  other  rules  and  regulations 
for  the  operation  of  the  agency  ina luding  the  author- 
Sty  to  hire  and  fire  the  executive  director . 

ii)  Review  and  approve  or  disapprove  the  Health  Systems 
Plan  and  Annual  Implementation  Plan. 

iii)  Review  and  approve  or  disapprove  criteria  required 

pursuant  to  Section  15  22    [proj  ect~,   institutvonal  and 
appropriateness  reviews] 

iv)  Review  on  appeal  decisions  made  by  the  governing 
body  for  health  planning  under  section  1512  e-h. 

Section  1512(b) (2) (C) 

A  public  regional  planning  body  or  unit  of_  general  local 
government  which  is  a  health  systems  agency  may  appoint 
the  members  of  its  governing  body  for  health  pTanmng. 

The  Secretary,   in  developing  the  regulations   for  health  sys- 
tems agencies  commented  that   "the  relationship  between  these  two 
bodies    [the  governing  board  and  the  governing  body  for  health 
planning]   has  been  one  of  the  more  controversial  aspects  of  the 
implementation  of  PL  93-641."     The  Moss  Amendment  to  PL  93-641 
[Section  1513 Cb)  (1) J  was  added  to  allow  units  of  local  govern- 
ment and  public  regional  planning  bodies  to  function  as  health 
systems  agencies.     Floor  colloquies  indicated  that  the  govern- 
ing body  of  the  unit  of  local  government  or  public  regional 
planning  body,  which  was  an  HSA   {.i.e.   the  governing  board)  should 
have  the  authority  to  set  rules  and  regulations  for  the  HSA, 
approve  the  annual  budget  and  review  and  approve  the  health  sys- 
tem plan  and  annual  implementation  plan  and  appoint  and  remove 
members  of   the  governing  body  for  health  planning. 

However,   under  the  present  regulations  the  governing  board 
has  little  function  except  to  appoint  the  members  of  the  govern- 
ing body  for  health  planning.     After  appointment  however,  the 
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governing  body  for  health  planning  is   totally  independent.  As 

a  result  the  governing  body  for  health  planning   is   not  accountable 

to  the  governing  board. 

The  result  of  these   regulations  has  been  to  discourage  the 
development  of  public  HSAs  because  of   the  belief  of  local  offi- 
cials  that   they  could  not  assure   the  accountability  of  the 
governing  body  for  health  planning.      In  some   cases  county  offi- 
cials have  indicated  to  us  that  some  private,   non-profit  HSAs 
give  them  more  authority  than  they  would  have  as  governing 
board  members  of  a  public  HSA.     This   interpretation  serves  to 
frustrate  county  officials:     an  effect  which  runs   counter  to 
the   intent  of  PL  93-641   to   foster  cooperation  among  major  con- 
stituent groups  in  the  health  service  area. 

The  proposed  amendment  would  re-establish  the  supervisory 
relationship  between  the  governing  body  for  health  planning  and 
the  governing  board.     The  intent  of  the  amendment  is  to: 

i)   Allow  the  governing  board  to  establish  broad  rules, 
including  personnel,   on  how  the  HSA  operates. 

ii)   Allow  the  governing  board  to  review  .the  major  policy 

documents  and  to  review  specific  decisions  which  raise 
broad  policy  questions.     These  amendments,   we  believe 
implement  the  intent  of  Section  1512(b)(1). 

VI.   Number  and  Method  of  Appointment  of  Local  Governmental 

Representative  to  the  Governing  Body  for  Health  Planning 

Section  1512(a) (I) (i)    [new  section] 

At  least  one  third    \of  the  members  of  the  governing 
body  and  any  executiv^^  committee  \  shaVLpe  pub  Lza 
elected  officials  or  other  representative's'  of  'general 
purpose  loaa  I  government .     To  be  considered  a_  "represen- 
tative "  an  elected  officia I  or  other  individua I  must  be 
directly  appointed  to  the  HSA  governing  body .  Elected 
officials  shall  be  considered  as  a  separate  category  and 
the  requirements  of  paragraph   (ii)   and   ( iii)  percentage 
of  consumers  and  providers  shall  not  app ly  to  e lected 
officials  representing  genera  I  purpose  local  government . 

Section  l5l 2 ( a ) ( 2 ) ( C ) ( iii ) 

Repeal    [present  section  dealing  with  elected  officials] 
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A.  Method  of  Appointment 

One  of  the  most  vocal  concerns  expressed  by  county  officials 
with  whom  we  have  had  contact  has  been  the   failure  to  obtain 
direct  representation  on  HSA  governing  bodies  for  health  plan- 
ning.    Often  local  elected  officials  or  other  governmental  re- 
presentatives constitute  a  small  percentage  of  the  governing 
body.     Persons  designated  as   "representatives  of  local  govern- 
ment" have  been  appointed  without  the  knowledge  or  consent  of 
local  government.     The  problem,   of  course,   is  one  of  definition 
and  extends  well  beyond  elected  officials.      Simply  stated,  it 
is  clear  that  because  an  individual  is  a  member  of  a  group  - 
local  elected  officials,   physicians,   hispanics ,   etc.   -  that  in- 
dividual has  no  inherently  legitimate  claim  to  represent  that 
category.      It  is  clear  that  the  congressional  intent  was  to  re- 
present local  government  on  the  HSA  governing  body  and  the 
executive  committee.     However,   the  notion  of  "representation" 
has  been  lost  in  the   implementation  of  the  Act.     Most  HSAs 
have  fallen  into  the  practice  of  calling  elected  officials  (and 
other)    "representatives"  of  a  group  or  groups  merely  because 
they  are  members  of   the  group.      Thus,   an  HSA,  with  HEW  bless- 
ing,  will  consider  a  black,    female  elected  official  as  a  repre- 
sentative of  blackp,   women  and  the   local  governmental  unit  to 
which  she  was  elected. 

This   tendency  is  quite  understandable  given  the  difficult 
if  not  impossible  composition  requirements   for  the  governing 
body  for  health  planning  in  PL  93-641.     However,   the  result  of 
this  practice  has  been  virtually  to  eliminate  the  possibility 
that  local  government  and  -other  interests  have  legitimate  and 
responsible  representatives  on  the  governing  body. 

Many  HSAs  employ  a  system  which  insures   that  the  existing 
governing  body  of  a  private  non-profit  HSA  or  a  subcommittee  of 
it,   has   final  authority  over  membership.      This   is  not  accounta- 
bility.    Accountability,   outside  of  election,   can  only  come 
through  the  direct  appointment  of    (and  authority  to  remove)  "re- 
presentatives" who  will  represent  the  interests  of  a  constituency. 
It  is  only  through  this  method  that  external  interests  can  have 
impact  on  the  HSA  governing  body  structure  and  the  policies  of 
the  HSA. 

B.  Number  of  Local  Governmental  Representatives 

In  addition  to  the  way  in  which  elected  officials  and  other 
representatives  of  general  purpose  local  government  are  defined 
and  selected,  NACo  is  concerned  about  the  number  of  local  govern- 
mental representatives  on  HSA  governing  bodies.  A  study  by  the 
Bureau  of  Health  Planning  and  Resources  Development  of  136  HSAs 
dated  September,  1976  indicated  that  local  elected  officials 
constituted  about  9%  of  the  members  of  HSA  governing  bodies  for 
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health  planning.     An  additional   6%  were  categorized  as  "public 
officials"   although   the   definition  of   this   term  and   the  degree 
to  which   these   individuals   represent  local   government   is,  at 
bes t ,   unclear . 

NACo  believes   that  elected  officials   representing  general 
purpose  local   government  must  have  increased  participation  in 
private,    non-profit  HSAs.      Local   elected  officials   are  politi- 
cally responsible.     Planning  is  basically  a  political  activity 
since  it  acts  to   identify  needs,   define  those  needs   in  the  con- 
text of  scientific   findings  and  allocate   scarce  resources  to 
each  need.     If  this  political  process   is   to  have  legitimacy 
and,   more   importantly,   receive  necessary  feedback  from  those  un- 
organized and   less   articulate  members   of   the   community,  then 
increased  local  elected  officials   involvement  is  crucial. 

Therefore,   we  believe   it  is   imperative  that  local  elected 
officials   and  other  representatives  of   general  purpose  local 
government  compose   at  least  1/3  of  the  members  of   the  govern- 
ing body  for  health  planning  and  any  executive  committee, 

C.   Classification  of  Elected  Officials   as    "Consumers"  or 
"Providers " 

One  area  which  we   found  substantial  variation  among  the 
federal  regions,    accompanied  by  a  lack  of   any  rational  policy 
has  been  the  classification  of  elected  officials.     Many  elect-  - 
ed  county  officials  have   e^  officio  roles  on  policy  making 
boards   of  publicly       supported   institutions   providing  health 
care  and  public  health  services.     The   county  board  is  often  the 
county  health  board,    the  board  of,  directors  of  the   county  hospi- 
tal or  county  home,   the  board  of   trustees  of  the  county  commu- - 
nity  colleges,   etc.     Often,    too,   elected  officials   sit  as  ex 
officio  members  of  various  public  health  and  hospital  boards 
which  contain  elected  and  non-elected  officials.  Counties 
often  operate  health  programs   funded  by  state  and  federal  agen- 
cies as  well  as   from  local  funds. 

Yet,   elected  officials   do  not  fall   in  the  same   category  as 
other  consumers  or  providers   that  sit  on   similar  boards.  They 
alone  have   the  legitimacy  of  having   stood  for  election.  They 
are  representative  of  both  the  consumer  and  the  provider. 

However,   there   is   a  difference   in  interpretation  among  the 
federal  regions  as  to  whether  an  elected  official   is  per  se  a 
consumer  or  provider  and  which  ex^  officio   functions,    if   any,  can 
change  that  status.      In  some  regions   for  example,    th--^  role  of 
the  county  board  and  the  definition  of  provider  by  the  region 
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has  resulted  in  all  elected  officials  being  categorized  as 
providers.     Thus,   they  must  find  positions  within  the  40-49%  of 
the  governing  body  allocated  to  this  group.     As  a  result,  their 
presence  must  often  be   substantially  reduced  because  of  the  le- 
gitimate demands  for  representation  of  more  clearly  identified 
provider  groups. 

County  officials  have  been  recognized  by  Congress  and  the 
courts  as  part  of  our  federal  system  of  government.     As  such, 
the  units  of  local  government  they  represent  do  not  constitute 
a  private   interest.     Rather  they  represent  the  public  interest. 
Given  this  unique   status,   NACo  proposes   to  exclude  them  from  the 
consumer/provider  category  and  create  a  separate  elected  offi- 
cial category. 

D.  Summary 

In  summary,   we  believe  that  Section  1512  (b)(3) (c)(1)    should  b 
amended  to  require  at  least  1/3  of  an  HSA  governing  body  be 
appointed  directly  by  units  of  general  purpose  local  government 
with  substantial  health  interest*.     Furthermore,   we  believe  that 
HSAs  should  not  be  required  to  categorize  elected  officials  as 
consumers  or  providers.     Rather  they  should  be  considered  a  third 
category  with  only  other,   non-elected  individuals  being  required 
to  meet  the  consumer/provider  formula. 

VII.   Powers  of  the  Executive  Committee 

'    ,      Section  1512(b) ( 3)  (A) 

...Any  other  health  systems  agency  shall  have  a  govern- 
ing body  aomposedj   in  aaaordanae  with  sub-paragraph  (C), 
~df  not  less  than  ten  members  and  of  not  more  than  thirty 
members 3   except  that  the  number  of  members  may  exceed 
thirty  if  the  governing  body  has  established  another 
unit  (referred  to  in  this  paragraph  as  an  "executive 
committee     composed^   in  accordance  with  subparagraph 
(C)i  of  not  more  than  twenty-five  members  of  the  govern- 
ing body  etnd  has  delegated.     The  governing  body  may 


*No  simple  rule  of  thumb  or  catch  phrase  will  define  appropriate 
units  of  general  purpose  local  government.     The  vast  diversity 
of  structural  arrangements  of  local  governments  which  have 
evolved  in  relation  to  peculiarly  local  conditions  makes  uni- 
versal definition  difficult.     This  report  will  not  attempt  to 
specify  appropriate  units. 
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delegate  to  that  unit  the  authority  to  take  such  action 
(other  than  the  establishment  and  revision  of  the  plans 
referred  to  in  sub-paragraph   (B)(ii))  as  the  governing 
body  is  authorized  to  take. 

Under   the  present  law,   a  governing  body   for  health  planning 
must  delegate   all  authorities    (other   than   to  establish  and  re- 
view  the  HSP   and  AIP)    to   the   executive   committee.      As   a  result, 
for   such  activities   as   project   review,    1122   and   certificate  of 
need  review  and  appropriateness   review,    the  executive  committee 
can  act  in  lieu  of   the  full  body  and   the   governing  body  cannot 
review  or  reverse   the  executive   committee.     The  executive  commit- 
tee becomes,    under   this   legislation,    the   equal   of   the   full  govern- 
ing body  rather   than  its  subordinate. 

NACo  believes   that   it   is   advisable   to  keep   the  size  of  the 
governing  body  below  30.     However,   if  a  larger  governing  board 
is   required,    then  we  believe   that   a  strong   executive  committee 
should  be   established.      However,   we  believe   that   the  powers  of 
the  executive   committee   should  be   set  by   the  governing  body  it- 
self and  not  by   congressional  mandate. 

VIII.     Rural  Representation 

Section  1 512  (b  )  (  3 )  (  o  )  (  Hi )  f  II ) 

Include  a  percentage  of  individuals  who  reside  in  nen 
msvspepeli^an  non  urban  areas  within  the  health  service 
area  which  percentage  is  at_  least  equal  to  the  percentage 
of  the  area. 

Congress   in  its   final   deliberations   on  PL  93-641  became 
concerned   that  rural   areas  would  be  under-represented  on  HSA  govern- 
ing boards  and  bodies.      In  order   to   avoid   this  problem  and  to 
insure  participation  by  rural  areas.    Section  15 12 (b ) ( 3)  ( c )  (iii)  (II) 
was   added.     However,   rather   than  acting  as   a  floor  for  participa- 
tion by  rural   interests,    this   provision  has   placed  a   cap   on  their 
involvement.      In   two  California  HSAs ,   HEW  is   requiring  a  re- 
organization of   the   governing  body  because  of   too  many  rural 
representatives   in  spite  of   the  fact   that   the  composition  repre- 
sents a  consensus  of  both  urban  and  rural  representatives. 

Local  areas  must  develop   a  means   of  accommodating  non-urban 
interests  when  there  is  a  large  metropolitan  county  surrounded 
by  rural  areas.     Often,    these  accommodations  may  over-represent 
rural  areas   yet  are  satisfactory   to  both  rural  and  urban  counties. 
In  fact  in  mixed  areas   the  urban  representatives  predominate  even 
when  rural  interests   are  over  represented. 
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There  is  often  a  strong  push  in  the  HSA  to  have  at  least 
one  representative  from  each  county.     This  pattern  is  often 
used  in  other  areawide  agencies.     The  effect  of   this  effort, 
coupled  with  the   "equal  to"  provision  results  in  huge  govern- 
ing bodies.     Any  attempt  to  limit  the  governing  body  for  health 
planning  to  a  reasonable   size  results  in  a  denial  of  membership 
to  some  rural  areas.     More  importantly,   it  represents  yet  ano- 
ther point  of  friction  between  rural  and  urban  areas  and  can 
disrupt  the  development  of  the  HSA. 

NACo  believes  that  a  review  of  the  background  of  the  "equal 
to"  provision  would  indicate  that  the  congressional  intent  was 
to  create  a  floor  to  encourage  rural  participation. 

Therefore  we  propose  to  amend  the   "equal  to"  provision  to 
read  that,   at  a  minimum,   the  urbanized/non-urbanized  mix 
should  equal  that  of  the  area.     However,  we  also  believe  that 
any  rural  representation  beyond  the  minimum  must  represent  the 
consensus  of  both  the  urban  and  rural  areas. 


Also,   it  seems  clear  that  the  Standard  Metropolitan  Statisti- 
cal Areas  which  are  used  to  define  the  metropolitan  area  do  not 
adequately  separate  rural  and  urban  areas.     The  designation  as 
part  of  an  SMSA  has  become  subject  to  political  pressure  and  often 
the  SMSA  includes  rural,   underserved  areas.     As  a  result,  NACo 
believes  that  the  criteria  should  be  changed  from  metropolitan/  . 
non-metropolitan  to  urbanized/non-urbanized  areas  which  are  exist- 
ing census  definitions. 


IX.   Open  Meetings  and  Records 


Section  1512 (b) (3) (B) (viii) (I-III) 


I)  Except  for  confidential  meetings  called  to  discuss 
the  performance  or  remuneration  of  individual  ESA  em~ 
p loneeSj   all  meeting s  of  the  ESA  governing  body  or 
executive  committee ,  and  any  subarea  council^  commit- 
tee or  subcommittee  meetings  must  be  open  to  the  pub- 
lic and  held  with  full  notice  to  the  public  of  such 
meetings 3  II)  adequate  public  notice  of  meetings  must 
be  provided^   including  dissemination  through  newspapers , 
radio 3   television  and  mailing  lists  of  interested 
individuals i  III)  all  records ,   excluding  only  personnel 
records  and  data  on  individual  staff  member s 3  must  be 
open  to  the  public  and  avai lab le  upon  request. 


HSAs ,   be  they  public  or  private,   perform  functions  which  are 
essentially  public  in  nature.     The  public's  business   should  be 
conducted  in  the  public  eye.     Sometimes,   the  eye  needs  to  be 
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propped  open.     When  the  public  does  not  show  interest  or  care 
to  participate   in  HSA  activities,    this  often  means   that   it  has 
not  been  adequately   informed  about   those   activities.      HSAs  have 
a  responsibility  to  keep  their  public  informed. 

The  process-  which  NACo  proposes  for  the  public  review  of 
agency  designation  applications,   HSPs  and  AIPs  covers  only  a 
few  key  HSA  functions.     Even  so,   we  suggest  only  the  most  skele- 
tal elements  required  for  accountable  public  review  in  that  pro- 
cess.    In  a  more  far  reaching  sense,   the  public--including  the 
representatives  who  are  elected  to  govern  in  the  public's  be- 
half--also  needs  to  be  involved  in  the  routine  activities  of 
the  agency.     This  requires  that  special  efforts  be  made  to  assure 
that  ordinary  private  citizens,  public  officials,   and  individuals 
and  groups  who  can  reasonably  be  presumed  to  have  a  special  in- 
terest in  any  particular  activity,   feel  that  this  activity  is 
accessible  to  their  participation. 

HSAs  are  required  to  meet  on  a  regular  basis  and  to  adver- 
tise their  meetings.     We  have  found,   though,   that  the  meeting 
schedule  is  sometimes  irregular  and  that  the  advertisements 
consist  of  ads  in  the  legal  notices  sections  of  newspapers.  In 
addition,   meetings  are  often  held  in  places  which  are  too  small 
to  accommodate  an  audience,   or  at  inconvenient  times  or  loca- 
tions.    Moreover,   opportunities   for  the  public  to  address  these 
meetings  tend  to  be  very  carefully  limited  and  controlled. 

We  believe  that  this  provision  must  be  strengthened  because 
examples  which  have  come  to  our  attention  of  violations  of  the 
intent  of  the  current     provision.     NACo  has  had  county  officials 
tell  us  of  applicants  being  excluded  from  project  review  meetings 
at  which  their  proposal  was  discussed. 

Therefore  in  this  provision  we  propose  to  require  the  HSA 
to  undertake  an  active  program  to  inform  the  citizen  of  the 
activities  of  the  agency.     These  would  include  broad  publica- 
tion of  all  HSA  meetings,   use  of  mailing  list  of  interested 
individuals,   use  of  many  meeting  sites  in  large  HSAs,  etc. 

X.   Subarea  Councils 

Section  1512(a) 

A  health  systems  agency  matf  should  establish  sub-area 
sdvie&ry  councils  representing  part  of  the  agency  's  health 
service  area  to  advise  the  governing  body  of  the  agency 
on  the  performance  of  its  functions  and  to  carry  out  any 
function  with  respect  to  the  sub-area  delegated  to  it  by 
the  governing  body ^  and  to  carry  out  planmng  and  other 
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advisory  duties  assigned  to  it  by  a  unit  or  units 
of  general  purpose  looat  government  within  the 
subarea .     Sub-area  aounails  should  fo I  low  existing 
neighborhood^    looal  governmental  or  regiona I  con- 
figurations .     The  composition  of  a  subarea  adv4>e&i>^ 
oounoil  shall,    to_  the  extent  praotiaab  Is ,  conform 
to  the  requirements  of  subsection  (b) (c)(3). 

Planning  is  a  decision-making  process  -  hopefully  rational  - 
which  defines  and  assesses  needs  and  allocates  scarce  resources 
to  meet  them.       It  is  political  process.     As  such,   NACo  be- 
lieves that  the  establishment  of  the  planning  process  must  be 
maintained  as  closely  to  cities  and  counties  -  and  to  a  lesser 
extent  A-95,   comprehensive  planning  and  councils  of  governments 
regions   -  as  possible.     At  these  levels,   political  institutions 
exist  which  have  a  developed  mechanism  for  the   input  of  a  broad 
base  of  views  and  a  political  accountability  of  those  who  make 
decisions . 

Health  service  areas  were  defined  through  a  process,  and 
with  statutory  restrictions,   which  resulted  in  many  large  health 
service  areas.     There  are  12   statewide  or  virtually  statewide 
HSAs .      In  addition,   there  are  a  substantial  number  of  HSAs  which 
combine   large  metropolitan  areas  with  rural  areas   that  have 
different  sets  of  problems  and  needs.     Core  areas  in  inner  cities 
also  have  different  health  needs  and  problems. 

In  the  single  HSA  states,   we   found  that  elected  officials 
(and  others)    from  rural  areas  had  severe  problems  even  getting 
to  meetings . 

In  the  vast  majority  of  substate  health  service  areas,  the 
differences  in  needs,   cultural  heritage  and  perspectives  between 
rural  and  urban  areas,   and  among  communities  within  the  urban 
area,   are  not  being  addressed. 

NACo  believes   that  the  best  approach,   short  of  redesignation , 
is   to  create  a  strong  subarea  council   system.     These  smaller  geo- 
graphic units,   hopefully  attached  to  an  existing  entity  -  are  cri- 
tical methods   for  coalescing  and  articulating  the  divergent  in- 
terests which  exist  within  a  health   service  area.      These  agencies 
can  provide  a  significant  input  into  the  many  functions  of  the 
HSA  and  we  recommend  that  HSAs  be  given  the  authority  to  delegate 
functions  to  the  subarea  where  appropriate. 

We  also  believe  that  subarea  councils  will,    (and  should)  be- 
come local  agencies   to  which  local  government  will  turn  for  assis- 
tance  in  health  related  decisions.     These  decisions  might  include 
advice  on  zoning  decisions  by  a  city  council  or  county  board  of 
commissioners,   studying  how  a  county  health  department  or  a  con- 
solidation of  city  and  county  health  department     can  be  established. 
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planning  for  a  rural  health  care  system  under  the  broad  umbrella 
of   the  HSP ,    etc.      The   development  of   these   function   is  important 
to   the   improvement  of   the  decision-making  process  and  to  improv- 
ing the  coordination  of  all  health  related  planning  activities 
in  the  community. 

Finally,   NACo  believes   the  present  requirements   that  the 
subarea  council  board  meet  the  same  representational  require- 
ments as  the  governing  body  for  health  planning  is  too  stringent 
and  retards  the  development  of  subarea  councils.      In  rural  and 
inner  city  areas,   it  is  often  difficult  to  get  the  required  num- 
ber of  providers.      Requirements  of   income  mix  are   similarly  diffi- 
cult to   meet       in  some  areas.     Therefore,   NACo  recommends  that 
the  composition  requirements  indicate  that  subarea  councils  must 
meet  as   closely  as  possible    the   formula  established  in   Section  1512 
{b)(3)(C)   but  if  their  situation  is  such  that  meeting  the  re- 
quirements is  impossible  or  inappropriate,   then  certain  require- 
ments can  be  waived. 

XI.   Requirements  for  Technical  Assistance 

Section  1512(C) (2) 

The  Agency  may  must  provide ^   in  accordance  with  the  prior- 
ities established  in  the  AIF^   technical  assistance  to  in- 
dividuals and  public  and  private  agencies  for  the  develop- 
ment of  proj eots and' programs .. . 

County  officials  and  various  providers  have  indicated  to 
NACo  that  there  have  been  instances  where  projects  have  been 
turned  down  solely  because  of  technical  flaws   in  the  proposals. 
Comments  from  some  HSA   staffs  have  indicated  that  they  feel  that 
extensive  technical  assistance  to  applicants  would  compromise  the 
regulatory  function  of  the  HSA.     NACo  does  not  agree . 

The  regulatory  function  of  HSAs   should  be  secondary  to  their 
planning  and  developmental  functions.     Used  creatively,  regula- 
tion and  review  can  be  a  tool  for  achieving  results  which  would 
otherwise  not  be  accomplished.     Effective  use  of  HSA  authorities 
could  lead  to  the  harmonious  development  of  a  systematically 
organized  and  structured  health  care  system. 

HSAs  should  establish  cooperative,   rather  than  adversary,  re- 
lationships with  community  service  providers.     In  their  role  as 
referees,   HSAs  can  help  provider  entities   to  define   their  own 
unique  missions  and  work  cooperatively  to  provide  services  which 
achieve  the  long  range  goals  established  in  the  HSP,      The  princi- 
pal means  by  which  this  can  be  established  is   through  negotiation 
in  a  trusting  environment.     Among  the  best  mechanisms  for  the 
development  of  trust  is  the  experience  of  cooperative  planning  and 
development. 
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This  proposed  amendment,   then,  will  require  the  HSA  to  pro- 
vide technical  assistance  to  providers  to   insure  that  needed  and 
appropriate  services  identified  in  the  HSP  and  AIP  are  established. 

XII.   Area  Health  Services  Development  Fund 

Section  lSt2(a)C2) 

(3)  The  Agency  shall,   in  accordance  with  the  priorities 
established  in  the  AIP,  make  efTcsnte        fiihlie  and  nan- 
fvefi^  fvivate  dn^4^i»»  and  en^e^  ini&  e&ntvaste  wHk 

solicit  proposals  from  individuals  and  public  and  non- 
profit private  entities  to  assist  them  in  planning  and 
developing  projects  and  programs  which  the  agency  deter- 
mines are  necessary  for  the  achievement  of  the  health 
systems  described  in  the  HSP.     The  proposals  shal I  be 
submitted  with  the  agency  ' s  review  and  recommendations 
to  the  state  health  planning  and  development  agency . 

MACo  believes  that  distribution  of  funds  is  an  inappropriate 
function  for  regional  bodies,  particularly  one  which  is,   to  date, 
so  far  removed  from  local  government.     The  American  County  Plat- 
form states  that  regional  bodies  shall  not  allocate  funds. 

This  policy  is  based  on  our  strong  belief  that  the  final 
allocation  of  tax  monies  is  one  of  the  most  politically  sensi- 
tive functions  of  government.      The  allocation  of  these  funds 
is  not  a  function  of  any  regional  or  mul ti- j urisdictional  en- 
tity -  no  matter  how  many  elected  officials  participate.  This 
function  must  remain  with  federal,   state  or  local  government 
and,    in  this   case,   we  believe  it  should  be  a  state  function. 

Therefore,    the  amendment  of  this  section  would  place  a  review 
and  comment  function  in  the  HSA  with  a  final  funding  decision 
lodged  with  the  state. 

XIII.      Relations  Between  HSAs  and  Units  of  Local  Government 

Section  1513(e)    [new  section] 

Each  health  system  agency  shall  enter  into  formal  written 
agreements  with  units  of  general  purpose  local  government 
OTj,  in_  large  HSA.s,  with  ex%sting  combznations  of  umts  of 
governments .     Such  agreements  shall  include: 

a)   the  number  of  appointments  and  the  process  for 
making  direct  appointments  to  the  governing  body 
for  health  planning . 
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b)   the  method  and  schedule  for  review  by  the  local 
government  or  combination  thereof ,   of  the  dSP^ 
the  AIPj   the  agency  ' s  application  for  refunding 
and  other  appropriate  policy  documents . 

o)   the  process  by  which  suggested  changes  will  be  in- 
cluded in  review  documents  and  how  disputes  between 
the  HSA  and  units  of  local  government  will  be  re- 
solved. 


Under  the  present  legislation,   HSAs  can  function  without  the 
meaningful  involvement  of  local  government.     The  HSA  can  be  estab- 
lished so  as   to  virtually  exclude  the  meaningful   impact  of  the 
views  of  elected  officials.     Self  selection  of  governing  body 
members  can  virtually  isolate  the  HSA  from  any  local  impact 
through  its  governing  body  selection  process.      In  addition,  A-95 
reviews  generally  are    ignored  with  impunity. 

Elected  county  officials  are  critical  participants  in  the 
planning  and  implementation  process.     Local  governments: 

-  Provide  most  of  the  public  health  and  environmental 
health  activities   in  a  community. 


Provide  care  to  the  medically  indigent. 

In  18  metropolitan  states,  share  in  the  costs  of 
medicaid . 


-  Often  must  fund  new  programs  when  federal  seed  money 
expires  and  third  party  payments  are  either  unavailable 
or  insufficient. 


-  Provide  mental  health,   mental  retardation,  alcoholism 
and  drug  treatment  and  services. 


In  order  to  increase  the  invo 
cials,  we  propose  that  HSAs  be  re 
ten  agreements  with  units  of  loca 
a  large  number  of  municipalities 
area,   we  believe  that  area  redesi 


Ivement  and  impact  of  local  offi- 
quired  to  establish  formal  writ- 
1  government.     Where  there  are 
and  counties  in  a  health  service 
gnation  should  be  considered. 


However,   in  areas  with  sparce  population,   we  believe  that 
formal  agreements  with  regional  planning  bodies,   councils  of 
government  or  other  regional  units  and  the  major  units  of  local 
government  is  an  acceptable  substitute. 
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NACo  believes  that  it  is  critical  that  formal  and  binding 
agreement  exist  between  local  government  and  HSAs.      It  is  only 
through  procedures   such  as  these  that  any  guarantee  of  contin- 
ued HSA  accountability  can  be  assured. 

XIV.   Equal  Treatment  For  Units  of  Local  Government  or  Combinations 
in  Any  Agency  Redesignations - 

Section  1514    [providing  teohniaal  assistanae  for  designa- 
tion only  to  private  non-profit  agenoies]  Repeal. 

Section  1514   [new  section] 

The  Secretary  shall  provide  all  necessary  technical 
and  other  non  financial  assistance   (including  the  pre- 
paration of  prototype  p  lans  of  orgamzation  and  opera- 
tion)  to  any  potentia I  applicant  for  designation  as  a 
health  systems  agency  which  results  from  the  deniaZ 
of _a  renewal  app lication  or  the  redesignation  of  a 
health  service  area .     Equa I  consideration  and  assTs- 
tance  shall  be  given  to  units  of  general  purpose 
local  government  or  combination  thereof  for  designation 
under  section  1512(b) (B  and  C)  as  is  given  to  all  other 
applicants . 

HEW,   acting  under  what  it  believed  to  be  Congressional  in-  - 
tent,   gave  extensive  assistance,   including  flexibility  in  using 
holdover  funds   from  predecessor  agencies,   to  the  private  non- 
profit agencies   that  had  been   314(B)    agencies.     Priority  for 
designation  was  given  to  these  agencies,   even  though  they  were 
far  from  successful. 

The  discrimination  against  local  government,   the  roadblocks, 
the  delay  and,   occasionally,   the  outright  subversion  of  poten- 
tial public  HSA  applications  went  a  long  way  to  create  ana- 
mosity  toward  PL  93-641  by  county  officials. 

We  believe  that  at  the  very  least.   Congress  should  repeal 
section  1514  which  opened  all  doors   for  private  non  profit  agen- 
cies,  but  provided  little,    if  any  to  potential  public  HSAs.  As 
a  result  of  this  policy  there  are  only  23  public  HSAs. 

We  also  believe  that  in  any  redesignation  due  to  failure  of 
the  existing  HSA  or  area  redesignation,   potential  public  HSAs  be 
given  equal  assistance  and  consideration  on  the  merits  of  the 
application . 
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XV.   Extension  of  Period  of  Conditional  Designation 

Seation  I5l5(.a)  (2) 

During  any  period  of  conditional  designation   (which  may 
not  exceed  S4  36  months) . . . 

Before  September   30,   1978,   196  HSAa  which  are  now  condition-1 
ally  designated  will  apply  for  full  designation.     At  that  time 
HEW  will  have  no  middle  ground  between  granting  a  full  designa- 
tion to  an  agency  that  meets  very  minimal  standards  or  withdraw- 
ing the  designation  completely  and  reopening  competition  in  the 
health  services  area. 

In  its  initial  review  of  the  health  service  plans  of  the 
few  agencies  applying  for"  full  designation,   HEW  has  found 
none  that  meet  minimum  qualifications.      In  fact,   the  quality 
of  the  first  plans  raised  questions  as  to  whether  any  but  a 
handful  of  HSAs  can  produce  an  adequate  health  systems  plan 
within  24  months. 

NACo  also  feels  that  implementation  of  many-  of  the  require- 
ments in  the  present  law,    (and  the  amendments  proposed  in  this 
package)    has  been  slow  and  continued  progress  requires  HEW  to 
maintain  the  increased  supervision  of  a  conditionally  designated 
status . 

Therefore,   to  give  the  HSAs  additional  time  to  meet  the 
requirements  of  PL  93-641  and  to  continue  the  close  scrutiny 
by  HEW,   we  propose  to  extend  the  period  of  conditional  desig- 
nation from  24   to   36  months.   Since  this  amendment  cannot  wait 
for  full  reauthorization,   we  propose  that  congress  immediately 
pass  an  amendment  to  PL  93-641  to  affect  this  change. 

XVI.   Provision  for  Return  to  Conditional  Designation  for  Non 
Performing  Agency. 

Section  ISlSCe)    [new  section] 

If ,   upon  review  by  the  Secretary  of  the  Aqency  ' s  renewal 
ayylication^   he  finds  that  the  agency  has  failed  to  carry 
out  the  requirements  of  Sections  1512  and  1513 ,   he  must 
return  the  Agency  to  a_  conditionally  designated  status 
for  a  period  not  to  exceed  24  months.     Such  a~~change  in 
status  can  only  occur  90  days  after  formal  notice  has 
been  given  to  the  Agency. 

NACo  believes  that  the  sanctions  open  to  the  Secretary  should 
provide  more  options   than  the  extreme  option  of  not  renewing  the 
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designation  agreement.     Generally  speaking,  political  pressures 
effectively  prohibit  the  use  of  such  severe  sanctions.     As  a  re-- 
suit,   there  is  virtually  no  way  in  which  the  Secretary  can  force 
good  faith  compliance  with  the  requirements  of  Section  1512  and 
the  improvements  in  functions  carried  out  under  Section  1513. 

The  proposed  amendment  would  allow  the  Secretary  to  impose 
the  restrictions  and  additional  control  of  conditional  status  on 
agencies  which  fail  to  implement  in  good  faith  Section  1512  and 
1513.     It  provides  a  middle  ground  and  avoids  the  extreme  of 
totally  eliminating,  over  a  short  time,   the  planning  function 
within  an  area.     If  at  the  end  of  the  24  month  period,  the 
agency  still   is  unable  to  perform,   it  can  be  terminated  by  the 
Secretary. 

XVII.   Funding  and  Match 

Section  1516(h)(1) 

The  amount  of  any  grant  under  aubseotion  (a)   to  a  health 
systems  agency  designated  under  section  lbtS4b^  shall  be 
determined  by  the  Secretary  the  am&unt  ef  ficeknt  and&n*  aub- 
aeeH&n  any  he&lth  eystema  a^en&y  deeigns^ed  nnde^fi 

B39t4&H  l&iS  4-9^  and  shall  be  the  lesser  of: 

(A)   the  product  of  $Q,SQj   $0 . 55  during  the  fiscal  year 
1979.     $0.60  during  the  fiscal  year  1980^  and  $0.  70 
during  the  fiscal  year  1981  and  the  population  of  the 
health  service  area  for  which  the  agency  is  designated^ 
or  "(B)  •$^j?-&^3-d-e^t   $4^  500j  000j   unless  the  agency  would 
receive  a  greater  amount  under  paragraph  (2)  or  (3). 

Section  1516(b) (2) (B) 

The  non~Federal  funds  which  an  agency  may  use  for  the 
purpose  of  obtaining  a  grant  under  subsection  (a)  which 
is  computed  on  the  basis  of  the  formula  prescribed  by 
subparagraph  (A)  shall: 

"(i)  not  include  any  funds  contributed  to  the  agency 
by  an  individual ^  association^   insurers ^   or  private 
entity  which  has  a  financial,  fiduciary ,  or  other 
direct  interest  in  the  development ,   expansion ,  or 
operation  of  health  resources  of  the  kind  that  may 
be  within  the  purview  of  the  agency  ' s  function 
under  subsections  1513  ( e) ,    (f),  and  (g)  and 

"(ii)  be  funds  which  are  not  paid  to  the  agency  for 
the  performance  of  particular  services  by  it  and 
which  are  otherwise  contributed  to  the  agency  without 
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conditions  as  to  their  use  other  than  the  condition 
that  the  funds  shall  be  used  for  the  purpoaes  for 
which  a  grant  made  under  this  section  may  be  used.  " 

"(3)  The  amount  of  a  grant  under  subsection  (a)  to 
a  health  systems  agency  designated  under  section  I 
igiS^s^  may  not  be  less  than  ^l^igy^Q^^   $185,  OOP 
during- the  fiscal  year  1979,   $19  5, OOP  during  the 
fiscal  year  198 P,  and  $2 PS, PPP  during  the  fiscal 
year  198 1 .  " 


This  provision  would  raise  the  authorization  level  of  fund- 
ing for  HSA  activity.      It  would  encourage  that  the  amount  awarded 
increase  from  $.50  per  capita,   to  $.55   in  1978,    $.60  in  1979,  and 
$.70  in  1980.     In  addition  the  maximum  grant  is  raised  to  4.5 
million  and  the  minimum  raised  from  $175,000  to  $185,000  in  1979, 
$195,000   in  1980  and  $205,000  in  1981. 

The  health  systems  agency  will  be  performing  significant  new 
authorities  in  the  coming  years.     NACo,   of  course,   is  seeking 
changes   to  make  them  more  accountable.  .  However,   even  if  we  were 
to  be  completely  successful,   HSAs  would  have  a  difficult  time 
because  of  limited  staff. 

If  HSAs  are  to  carry  out  their  existing  planning  and  regula- 
tory functions,   they  must  have  adequate  staff.     The  Carter  Admin- 
istration's cost  control  proposals  will,   if  enacted,   add  signifi- 
cant new  authorities  to  the  HSA.     Full  funding,   up  to  the  level 
of  proposed  authorizations  would,  we  feel,  provide  adequate  fund- 
ing for  HSA  activities. 

In  addition,  we  have  proposed  to  raise  the  minimum  grant  to 
predominantly  rural  HSAs.     These  funds,   we  believe,  will  help 
develop  core  staff  and  subarea  council  staff  to  encourage  the 
participation  of  rural  elected  officials  and  others  in  the  health 
planning  process. 

XVIII.   HSA  Budget  Review  by  the  Secretary 

Section  1535(a) 

The  Secretary  shall  review  and  approve  or  disapprove 
the  annual  budget  of  each  designated  health  systems 
agency  and  State  Agency.     In  making  such  review  and 
approval  or  disapproval  Secretary  shall  consider  the 
comments  of  Statewide  Health  Coordinating  Councils 
submitt&d  under  section  1524(c) (3)     and  the  comments 
of  units  of  general  purpose  local  government  within 
the  health  service  area. 
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NACo  feels  that  the  A-95  review  function  has  been  margin- 
ally effective,   at  best.     Counties  tell  us   that  HSAs  as  well 
as  HEW  ignore  their  comments  with  impunity.     NACo  believes 
that  in  the  face  of  this  ineffectiveness,   PL  93-641  should  be 
amended  to  insure  that  it  contains  adequate  provisions  for 
review  of  local  governmental  comments  by  the  Secretary.  In 
line  with  this  overall  policy,   we  believe  that  Section  1535(a) 
' should  be  amended   to  require  that  the  Secretary  to  consider  the 
comments  of  local  government  in  his  review  of  HSA'  budgets. 

XIX.  Funds  for  Renovation  of  Public  General  Hospitals 

Section  I6l3 

Exaept  aa  provided  in  section  l62S(d)j   there  are  autho- 
rized to  be  appropriated  for  allotments  under  section 
1510  $140^  000^  OOP  for  the  fiscal  year  ending  September  30_^ 
1979^   $145^ QOQ,  OOP  for  the  fiscal  year  ending  September 
ZO,    1980  and  $150\,  PPO ,  PPO  for  the  fiscal  year  endvng 
September  30^  1981. 

Section  1625(a) 

[Project  grants  for  upgrading  public  medical  facilities] 
(d)  of  the  sums  appropriated  under  section  1613  for  a 
fiscal  year,  there  shall  be  made  available  under  sub- 
section (a)  for  such  fiscal  year  50_  percentum  of  such 
funds. 

Three  out  of  ten  hospitals  in  this   country  are  owned  by 
state  or  local  government.     Often  these  hospitals  provide  access 
to  care   for  those  who  are  unable  to  utilize  private  facilities 
due  to  geographic  or  social  barriers.      In  the  large  urban  area 
the  public  general    (often  county)   hospital  has  had  the  historic 
function  of  serving  the  poor.      In  some  states   the  county  is  man- 
dated to  provide  this  service.     In  rural  areas,   the  public  gene- 
ral hospital  often  provides  exclusive  service.     In  fact,  over 
40%  of  all  rural  hospitals  are  publicly  operated. 

In  addition  to  their  different  clientele,   the  public  general 
hospital  also  provides  a  somewhat  different  array  of  services. 
Often,   they  are  the  only  hospital  to  willingly  accept  alcoholism 
and  drug  abuse  cases.     A  recent  study  of  large  urban  hospitals 
also  indicated  that  they  provide  three  times  more  out-patient 
services  relative  to  their  inpatient  workload  than  the  average 
community  hospital  of  comparable     size.      In  the  rural  areas, 
they  are  a  major  source  of  primary  care. 

This  mix  of  services  has  caused  serious   financial  problems 
for  the  public  general  hospital.     The  patient  in  urban  public 
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general  hospital  are  the  most  poor  and  most  seriously  ill  . 
Third  party  payment  often  fails  to  meet  expenses  and  tne  local 
governmental  tax  base  provide  the  resources  to  fill   this  gap. 
Rural  public  and  other  general  hospitals  suffer  from  third 
party  payment  rates  which  are  lower  than  urban  rates. 

The  financial  problems  problems  of  local  government  makes 
it  difficult  to  raise  capital   for  reconstruction  or  renovation 
of  the  public  general  hospital.     Tax  revenues  cannot  meet  their 
need  and  localities     often  must  borrow  at  extremely  high  inter- 
est rates.      In  some  cases,   localities  are  excluded  from  the 
bond  market  altogether.     Often  the  physical  plant  is  old  and 
renovated  only  with  extreme  difficulty,   yet  renovation  is  re- 
quired if  the  hospital  is  to  meet  life  safety  codes.  Public 
funds  deriving  from  sources  other  than  the  property  tax  is  cri- 
tical to  the  upgrading  of  the  public  general  hospital. 

Finally,   it  is  often  noted  that  there  are  an  excessive  num- 
ber of  beds,   primarily  concentrated  in  the  urban  areas.     NACo , 
agrees  with  this  finding  and  supports  strong  controls  on  con- 
struction and  renovation.     However,   the  services  provided  by  the 
public  institutions.     We  believe  that  as  a  result  of  these 
differences,   generalizations  on  bed  limitations  do  not  necessarily 
apply  to  publically  operated  institutions.     We  believe  that  the 
review  of  proposed  renovation  or  construction  of  public  general 
hospital  beds  or  other  facilities  should  take  into  account  the 
specialized  services  of  the  institution.      If  the  proposed  con- 
struction is  needed,   then  federal   funds   should  be  available  to 
finance  it. 
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Mr.  Rogers.  Thank  you  very  much  for  your  statement  and  the 
general  support  of  the  association  of  counties  and  for  the  suggestions. 
Dr.  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  have  been  the  ranking  member  most  of  the  time 
I  served  on  this  subcommittee  with  you.  I  do  not  believe  we  have  let 
political  considerations  enter  into  this  process. 

I  note  you  state  that  this  is  an  intensely  political  activity  and  you 
feel  that  elected  officials  should  be  involved  to  the  entent  of  30  percent. 
As  I  see  it,  there  is  no  way  that  they  should  control  the  health  system 
agencies. 

Mr.  Gemmell.  Dr.  Carter,  our  statement  is  trying  to  indicate  that 
whatever  the  HSA's  develop  in  terms  of  plans  and  policies  that  those 
plans  and  those  policies  be  reflected  in  terms  of  cost  containment, 
allocation  of  resources,  correction  of  maldistribution  problems,  and 
that  those  decisions,  in  order  to  be  fully  carried  out,  must  have  the 
support  of  all  of  the  community,  including  elected  officials. 

This  is  not  a  power  move  on  the  part  of  the  National  Association 
of  Counties. 

Mr.  Carter.  All  sections  of  the  community,  and  especially  elected 
officials,  is  that  correct? 

Mr.  Gemmell.  Dr.  Carter,  we  stand  on  the  record.  One-third  of 
the  governing  body  should  be  elected  officials  or  their  designees.  They 
should  not  come  out  of  the  provider  or  consumer  side.  Doctor. 

Mr.  Carter.  Let  me  tell  you  of  an  experience;  and  I  spoke  to  the 
chairman  about  this  a  few  days  ago.  It  was  my  good  fortune  to  be 
a  member  of  a  group  which  helped  to  build  a  hospital  with  Hill- 
Burton  assistance.  We  opened  that  hospital  many  years  ago.  The 
county  attorney  in  the  county  where  this  hospital  was  built  happened 
to  be  in  the  area.  He  told  us :  "I  don't  want  a  thing  to  do  with  that 
hospital.  We  are  going  to  let  you  fellows  lease  it  at  $1  a  year  and  let 
the  trustees  run  it  without  any  influence  from  this  county." 

I  tell  you,  my  friend,  that  that  hospital  ran  very  well.  No  politics 
was  involved — none  whatsoever. 

Some  time  later  another  person,  who  was  not  so  enlightened,  got 
into  this  position  and  he  took  it  over.  You  talk  about  a  political  mess ; 
it  became  just  that. 

It  is  my  feeling,  sir,  that  you  now  have  15  percent  county  officials, 
according  to  your  statement,  on  the  HSA  boards.  I  consider  that  that 
is  sufficient,  and  that  that  is  good  representation.  But  to  say  that  you 
should  control  the  HSA  board  would  really  contradict  the  purpose 
of  this  bill  and  divorce  HSAs  from  the  people. 

It  is  my  feeling  that  we  have  many  public-spirited  citizens  around 
our  country,  good  people,  who  want  to  see  the  right  thing  done. 
Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Thank  you  very  much. 

Actually  local  public  officials,  depending  on  their  duties,  could  be 
considered  either  as  providers  or  as  consumers  and,  if  they  were 
involved  in  official  duties  as  providers  of  services  in  their  official 
capacity,  probably  they  would  not  be  considered  as  providers.  So  a 
possibility  of  their  having  a  major  input  is  provided. 
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Now,  it  is  my  understanding  that  you  feel  that  local  government 
should  have  the  authority  to  approve  major  policy  documents  of  the 
agency  as  well  as  the  budget. 

Mr.  Gemmell.  In  the  public  HS A's ;  that  is  correct,  Mr.  Chairman. 

Mr.  Rogers.  For  instance,  in  my  area  there  are  five  counties  in  our 
HSA.  Which  public  body  would  approve  that? 

Mr.  Gemmell.  Mr.  Chairman,  this  requirement  of  approval  of 
policies  and  the  rules  and  regulations  applies  to  only  20  or  so  public 
HSxA.'s  that  exist  in  the  country.  We  are  not  imposing  these  changes 
on  private  HSA's.  Most  of  the  public  agencies  have  a  joint  powers 
agreement  where  all  the  five  counties  have  one  board  of  elected 
officials  to  make  these  decisions. 

Mr.  Rogers.  We  certainly  will  go  over  your  recommendations  care- 
fully. We  appreciate  your  being  here.  Thank  you  so  much  for  your 
testimony. 

Mr.  Gemmell.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  The  next  witness  will  be  Mr.  Bert  Seidman,  director 
of  the  Department  of  Social  Security,  AFL-CIO.  He  is  accompanied 
by  Richard  Shoemaker  and  Robert  McLaughlin.  Welcome  to  the 
committee.  Your  statement  will  be  made  a  part  of  the  record  [see 
p.  534] .  You  may  proceed  as  you  wish. 

STATEMENT  OF  BERT  SEIDMAN,  DIRECTOR,  DEPARTMENT  OF 
SOCIAL  SECURITY,  AMERICAN  FEDERATION  OF  LABOR  AND 
CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS  (AFL-CIO),  ACCOM- 
PANIED BY  ROBERT  MC  GLOTTEN,  LEGISLATIVE  REPRESENTA- 
TIVE, DEPARTMENT  OF  LEGISLATION;  AND  RICHARD  SHOE- 
MAKER, ASSISTANT  DIRECTOR,  DEPARTMENT  OF  SOCIAL 
SECURITY 

Mr.  Seidman.  Thank  you,  Mr.  Chairman.  As  you  have  indicated, 
with  me  this  morning  are  Mr.  Robert  McGlotten,  legislative  repre- 
sentative in  the  Department  of  Legislation  of  the  AFL-CIO,  and 
Richard  Shoemaker,  an  assistant  director  in  the  Department  of  Social 
Security  of  the  AFL-CIO. 

Mr.  Chairman,  it  gives  me  great  pleasure  to  appear  before  this 
subcommittee  today.  As  you  know,  Mr.  Chairman,  we  have  supported 
health  planning  in  the  past  and  expect  to  do  so  in  the  future. 

Many  amendments  to  the  health  planning  law  have  been  proposed 
by  many  organizations,  among  which  are  those  proposed  by  the 
Consumer  Coalition  for  Health.  This  coalition  developed  out  of  the 
Consumer  Conference  on  Comprehensive  Health  Planning  last  June, 
at  which  you  were  the  keynote  speaker.  We  thank  you,  Mr.  Chairman, 
for  having  made  a  significant  contribution  to  this  conference  which 
resulted  in  the  formation  of  the  consumer  coalition.  This  coalition 
will  play  an  important  role  in  achieving  effective  consumer  par- 
ticipation in  the  health  planning  process. 

The  AFL-CIO  opposes  any  major  structural  modification  in  the 
planning  law  at  this  time.  'Not  even  all  of  the  regulations  have  been 
promulgated.  Only  a  handful  of  health  systems  agencies — HSA's — 
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are  fully  designated.  Any  major  structural  changes  such  as  the 
Governors  or  the  counties  are  proposing  would  mean  further  delays 
in  implementing  the  law.  Planning  should  be  given  an  opportunity 
to  work. 

The  labor-management  group  on  which  AFL-CIO  president  George 
Meany  and  General  Electric  president  Reginald  Jones  serve  as  co- 
chairmen  has  adopted  specific  recommendations  with  respect  to  health 
planning,  health  maintenance  organizations  and  prospective  reim- 
bursement of  hospitals.  These  position  papers  are  attached  in  ap- 
pendix A  [see  p.  543]. 

Mr.  Rogers.  They  will  also  be  made  a  part  of  the  record. 

Mr.  Seidman.  Thank  you,  Mr.  Chairman. 

Labor  and  management  agree  that  both  should  be  represented  at 
all  levels  of  planning  as  major  purchasers  of  care  through  the 
collective  bargaining  process  and  as  consumers. 

Consumer  representatives  on  health  planning  agencies  have  many 
handicaps  in  bringing  their  influence  to  bear  on  the  health  planning 
process.  For  instance,  they  must  review  voluminous  proposals  on 
their  own  time  while  providers  can  do  this  as  part  of  their  job. 
Consumers  therefore  need  technical  assistance  and  training.  Also, 
planning  decisions  affect  providers  very  directly  but  consumers  in- 
directly. At  any  given  meeting,  therefore,  providers  usually  outnum- 
ber consumers.  To  achieve  equity,  therefore,  consumers  should 
comprise  60  percent  of  health  planning  bodies. 

One  of  the  major  deficiencies  of  the  present  planning  law  and  of 
the  present  renewal  bill,  H.R.  10460,  is  that  only  need  is  used  as  a 
criterion  for  determining  whether  a  capital  expenditure  can  be  made 
for  a  health  facility.  Not  all  capital  expenditures  increase  health  care 
costs.  Some  reduce  costs.  Cost  effectiveness  as  well  as  need  should, 
therefore,  be  considered  by  planning  agencies  in  determining  whether 
new  equipment  or  a  new  facility  should  be  built. 

Congress  has  adopted  two  strategies  for  containing  health  care 
costs.  The  Planning  Act  adopted  a  strategy  of  regulation.  The  Health 
Maintenance  Organizations  Act  adopted  a  strategy  of  competition. 
There  is  no  reason  why  both  strategies  cannot  be  adopted  at  the  same 
time.  Unfortunately  planning  in  some  instances  is  interfering  with 
the  development  of  health  maintenance  organizations.  Eight  case 
histories  illustrating  the  problem  are  attached  as  appendix  B  [see 
p.  557]. 

The  AFL-CIO  strongly  recommends  to  the  Congress  that  this 
conflict  between  planning  and  HMO  development  be  resolved.  In  our 
detailed  testimony  we  indicate  how  we  think  this  can  be  done. 

Let  me  now  briefly  comment  on  some  specific  provisions  of  the  bill, 
and  we  have  more  detailed  comment  on  each  of  these  provisions  in 
the  full  statement. 

First,  we  believe  the  planning  law  should  be  renewed  for  3  years 
and  not  just  one.  Cost  effectiveness  should  be  added  wherever  the 
word  "need"  occurs  in  the  statute.  Blue  Cross,  Blue  Shield  and 
insurance  companies  should  be  prohibited  from  making  contributions 
to  HSA's,  as  is  the  case  in  present  law.  Both  labor  and  management 
should  be  represented  at  all  levels  of  the  planning  process.  Nonpro- 
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fessional  employees  should  be  represented  on  HSA's  as  well  as 
professionals  as  providers  of  care.  Board  members  of  HSA's  should 
be  reimbursed  for  expenses  incurred  for  attending  meetings.  State 
planning  agencies  should  develop  their  overall  State  plan  from  the 
local  plans  submitted  by  the  HSA's  in  the  State. 

State  programs  to  close  facilities  should  provide  severance  pay 
and/or  reemployment  for  laid-oJff  employees.  Construction  grants 
and  loans  should  be  made  available  to  PPGP's  as  well  as  to  the  other 
grantees  mentioned  in  section  301  of  H.E.  10460. 

Other  sections  of  H.R.  10460  which  we  have  not  specifically  men- 
tioned have  our  support  or  neutrality. 

We  hope  that  the  Congress  will  act  as  quickly  as  possible  on  this 
legislation  with  due  consideration  to  the  improvement  we  have 
suggested. 

[Testimony  resumes  on  p.  584.] 

[Mr.  Seidman's  prepared  statement  and  attachments  follow:] 
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STATEMENT  OF  BERT  SEIDMAN,  DIRECTOR,  DEPARTMENT  OF  SOCIAL  SECURITY 
AMERICAN  FEDERATION  OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS 
BEFORE  THE  HEALTH  SUBCOMMITTEE 
HOUSE  INTERSTATE  AND  FOREIGN  COMMERCE  COMMITTEE 
ON  THE  HEALTH  PLANNING  AMENDMENTS  OF  1978 

February  1,  1978 

Mr.  Chairman,  it  gives  me  great  pleasure  to  appear  before  this  subcommittee 
today.     As  you  know,  Mr.  Chairman,  we  have  supported  health  planning  in  the  past 

and  expect  to  do  so  in  the  future  . 

The  AFL-CIO  is  quite  aware  that  many  amendments  have  been  proposed  to  you 
and  to  the  members  of  the  subcommittee  by  the  National  Governors'  Association, 
the  National  Association  of  Counties,  the  American  Health  Planning  Association, 
the  American  Hospital  Association,  by  the  Group  Health  Association  of  America 
and  by  the  Consumer  Coalition  for  Health  and  others. 

The  Consumer  Coalition  developed  out  of  the  Consumer  Conference  on  Compre- 
hensive Health  Planning  which  the  AFL-CIO  cosponsored  along  with  a    number  of 
other  consumer  organizations  last  June  and  at  which  you,  Mr.  Chairman,  were  the  . 
feature  speaker.     Mr.  Chairman,  I  believe  that  in  future  years  you  will  look  back 
and  have  reason  to  believe  that  you  played  a  significajit  role  in  achieving  ef- 
fective consumer  participation  in  the  health  planning  process.     Speaking  for  the 
AFL-CIO,  we  have  been  urging  our  state  and  local  organizations  to  seek  represen- 
tation on  Health  Systems  Agencies  (HSAs)  and  on  Statewide  Health  coordinating 
Councils  (SHCCs).     The  AFL-CIO  is  committed  to  making  health  planning  work. 

The  health  planning  law  was  passed  three  years  ago.     The  last  three  years 
have  witnessed  the  organization  of  more  than  two  hundred  HSAs,  employing  their 
staffs  and  complying  with  regulations  that  have  been  promulgated  but  unfortunately, 
rather  slowly.     In  fact,  not  all  of  the  regulations  have  been  promulgated  as  of 
this  date. 

During  these  last  three  years  only  a  handful  of  HSAs  have  been  fully  desig- 
nated.    That  is,  only  a  few  HSAs  have  developed  their  long  range  planning  goals 
(HSPs)  and  Annual  Implementation  Plans  (AIPs).     Within  the  next  year  it  is 
expected  that  most  HSAs  will  have  completed  their  long  and  short  term  plans. 
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In  spite  of  the  fact  that  the  organizational  phase  has  not  yet  been 
completed  and  not  all  of  the  regulations  have  been  issued,  some  proposed  amend- 
ments have  been  proposed  which  would  alter  the  basic  structure  of  the  planning 
agencies.     The  AFL-CIO  believes  this  new  legislation  should  be  given  a  chance  to 
work  without  a  restructuring  of  the  system  that  is  now  in  place.  Specifically, 
we  oppose  the  amendments  that  have  been  proposed  by  the  Governors  and  by  the 
Counties.     This  is  not  to  say  that  non-structural  improvements  should  not  be 
made.      In  fact,  both  labor  and  management  are  in  agreement  that  some  changes 
should  be  made . 

Last  year,  the  Labor-Management  Group,  which  AFL-CIO  President  Meany  and 
Reginald  Jones  of  General  Electric  co-chair,  identified  twelve  areas  of  mutual 
concern  in  the  health  care  field.     The  Labor-Management  Group  directed  labor  and 
management  staff  to  develop  specific  recommendations  on  each  of  the  twelve  issues. 

On  January  19,  1978,  the  Labor-Management  Group  adopted  the  first  three 
papers  recommending  cooperation  in  achieving  mutual  goals  in  three  areas.  These 
are: 

*  Health  Planning 

*  Health  Maintenance  Organizations  (HMOs), 

*  Prospective  Reimbursement 

We  attach  a  list  of  members  of  the  Labor-Management  Group  as  well  as  the 
three  implementation  papers  as  an  appendix  A. 

Labor  and  management  representatives  were  in  complete  agreement  that  both 
labor  and  management  should  be  represented  on  all  health  planning  bodies:  local, 
state  and  national.     Through  the  process  of  collective  bargaining,  labor  and 
management  are  major  purchasers  of  care  in  behalf  of  millions  of  consumers. 
The  law  should,  therefore,  specifically  require  a  representative  of  organized 
labor  and  a  representative  of  management  be  on  each  HSA,  each  SHCC  and  the  National 
Council  on  Health  Planning  and  Development.     While  labor  has  a  representative  on 
the  National  Council,  management  does  not.    We  think  management  should  be  repre- 
sented.    In  fact,  we  think  a  representative  from  organized  labor  and  from  manage- 
ment should  be  mandated  by  law. 
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The  Labor-Management  Group  also  expressed  concern  about  the  fact  that  in 
some  cases,  labor  or  management  or  both  have  been  denied  representation  on  HSA 
governing  bodies  and  on  SHCCs  as  consumer  representatives  simply  because  the 
individual  supported  by  labor  or  management  to  serve  also  served  on  a  Blue  Cross- 
Blue  Shield,  hospital  or  prepaid  group  practice  plan  board.     This  problem  would 
possible  be  best  resolved  by  requiring  representation  of  labor  and  management  as 
major  purchasers  of  care  on  all  HSAs ,  SHCCs  and  the  National  Council  as  part  of 
the  consumer  majority. 

Since  the  principal  purpose  of  medical  services  is  to  improve  the  health 
and  well  being  of  patients,  it  is  axiomatic  that  consumers  should  have  the  pre- 
dominate voice  in  health  planning.    While  current  law  requires  a  majority  but  no 
more  than  60  percent  of  HSA  governing  bodies  be  consumers,  this  usually  means 
about  a  51  or  52  percent  majority.     This  does  not  lead,  however,  to  a  predominance 
of  consumer  influence. 

Consximers  have  several  handicaps  in  achieving  effective  representation. 
Planning  decisions  are  likely  to  affect  the  interests  and  income  of  providers 
very  directly  but  the  effect  is  indirect  on  consumers.     Consumers'  attendance 
at  meetings,  therefore,  often  falls  far  short  of  translating  into  a  majority 
actually  present  and  voting.     Another  handicap  is  that  hospital  administrators 
and  other  institutional  providers  consider  attendance  at  agency  board  meetings  as 
part  of  their  job.     Institutional  providers  can  study  agency  plans  on  the  job,  but 
for  consumers,  preparation  must  be  made  at  home  and  in  their  spare  time.  Hospital 
administrators  can  tap  an  extensive  staff  of  administrators,  lawyers,  accountants, 
statisticians  and  consultants.     In  fact,  a  large  hospital  in  New  York  spent  several 
hundred  thousand  dollars  to  contract  with  a  consulting  firm  to  plan  and  justify  an 
expansion.     About  a  week  before  the  planning  agency  was  scheduled  to  consider  this 
project,  the  consumer  members  were  sent  copies  of  a  massive  several  volume  study. 
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Consumer  members  do  not  have  the  time  to  contend  with  this  massive  deluge 
of  paper  and  are,   therefore,   severely  handicapped  with  respect  to  the 
influence  they  can  bring  to  bear  on  the  planning  process. 

It  would  indeed  b€!  a  tragedy  if  the  HSAs  and  SHCCs  become  dominated 
by  providers  as  they  have,  in  fact,  dominated  the  former  planning  agencies 
established  prior  to  the  present  law.     If  this  happens,   planning  would  likely 
become  a  force  to  maintain  the  status  quo  rather  than  a  force  for  change. 

To  achieve  a  more  equitable  balance  between  consumer  and  provider 
interests,   the  percentage  of  consumers  on  HSAs  and  SHCCs  should  therefore 
be  raised  to  a  minimum  of  60  percent  (the  current  maximum).     Even  this 
percentage  probably  cannot  achieve  equity  between  consumers  and  providers 
unless  some  other  steps  are  taken  as  well.     That  is  why  the  Labor-Management 
Group  in  its  statement  indicated  the  need  for  development  of  staff 
capabilities  for  consumers  who  lack  such  resources. 

We,  therefore,  propose  that  the  planning  law  should  provide  technical 
assistance  to  consumer  participants  at  all  levels  of  the  planning  process. 
Each  HSA  should  have  at  least  one  consumer  advisor  who  should  be  completely 
separate  from  the  rest  of  the  staff  of  the  HSA  and  be  responsible  to  the 
consumer  members. 

There  should  also  be  a  requirement  that  all  consumer  members  of 
HSA  governing  bodies  should  be  provided  with  an  orientation  training  program 
of  not  less  than  10  hours. 

One  of  the  major  deficiencies  of  the  planning  act  is  historical. 
The  older  Hill-Burton  Planning  Law  only  considered  need  as  a  reason  for 
building  a  hospital,  and  the  Hill-Burton  planning  guidelines  were  very 
liberal  in  defining  need.     One  of  the  guidelines  for  HSAs  in  the  health 
planning  law  is  that  of  "restraining  increases  in  the  cost  of  providing  them 
(residents)  health  services." 

Planners  seem  to  think  any  capital  expenditure  "is  wasteful.  The 
fact  is  that  many  capital  expenditures  are  cost  effective.     The  Labor-Management 
Group  has,  therefore,  recommended  "that  cost-effectiveness  be  specifically 
stipulated  as  a  planning  criterion  by  local  health  planning  agencies." 
Unfortunately,  lack  of  consideration  of  cost  effectiveness  permeates  the 
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planning  agencies  from  the  HSAs  up  to  the  Bureau  of  Health  Planning 
in  HEW.     The  result  has  been  that  planning  agencies  have  stopped  the 
development  of  prepaid  group  practice  plans,  have  placed  barriers  in  the 
way  of  their  expansion,  have  attempted  to  restrict  the  granting  of  a 
certificate  of  need  for  prepaid  group  practice  to  poverty  areas  (the 
poor  cannot  afford  comprehensive  medical  care)  and  have  prevented  prepaid  . 
group  practice  plans  from  building  hospitals. 

We  attach  eight  case  histories  of  instances  where  HSAs  have 
blocked  or  restrained  the  development  of  a  prepaid  group  practice  plan. 
These  case  histories  are  attached  as  appendix  B. 

Prepaid  group  practice  plans  and  especially  those  plans  that  own 
their  own  hospital  are  the  most  cost  effective  delivery  system  we  have  in 
the  United  States.     The  Department  of  Health,  Education  and  Welfare 
estimates  that  prepaid  group  practice  plans  are  from  10  to  40  percent  less 
costly  than  traditional  insurance. 

The  cost  effectiveness  of  an  HMO  is  proportionate  to  the  extent  it 
controls  and  operates  the  facilities  it  utilizes.     Thus  a  study  conducted 
by  the  University  of  California  found  that  a  large  hospital-based  program 
saved  35  percent  while  a  smaller  non-hospital  based  plan  saved  15  percent 
compared  with  the  average  cost  of  Blue  Cross-Blue  Shield  or  commercial 
insurance. 

Moreover,  a  Federal  Trade  Commission  study  showed  this  competition 
impacted  in  the  f ee-f or-service  system  by  lowering  community-wide  hospital 
utilization  rates.     Another  study  done  for  HEW  shows  the  total  cost  of 
hospital  care  to  a  community  is  less  even  when  prepaid  group  practice  plans 
are  allowed  to  build  hospital  beds  in  a  community  with  surplus  beds'. 

Congress  has  adopted  two  strategies  for  containing  costs.  The 
Planning  Act  adopted  a  strategy  of  regulation.     The  Health  Maintenance  Act 
adopted  a  strategy  of  competition.     There  is  no  reason  why  Congress  cannot 
marry  the  two  strategies.     They  need  not  conflict,  but  to  avoid  this  the 
Planning  Act  needs  to  be  amended. 
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We  suggest  several  alternatives  to  this  committee  for  your  consideration. 

1.  The  most  desirable  solution  would  be  for  planning  agencies  to  regulate 
the  fee-for-service  sector  and  for  the  HMO  Division  of  HEW  to  regulate  prepaid 
group  practice  plans.     This  would  enhance  competition  and  lodge  regulatory 
authority    in  the  agencies  that  understood  these  two  programs.    As  it  is  now, 
prepaid  group  practice  plans  are  regulated  twice  —  by  the  HMO  Act  and  by  the 
Planning  Act.     Fee-for-service  ambulatory  care  is  not  regulated  at  all,  unless  of 
course,  the  amendments  you  propose,  Mr.  Chairman,  are  adopted  and  even  then  fee- 
for-service  would  only  be  subject  to  one  set  of  regulations. 

2.  Another  possibility  would  be  to  retain  HMOs  under  the  Planning  Act, 
but  exempt  them  from  Certificate  of  Need.     In  such  case  the  planning  agencies 
should  be  limited  to  review  and  comment  on  new  HMOs  with  the  final  determination 
up  to  the  Secretary. 

3.  The  Labor-Management  Group  has  proposed  the  following  with  respect 
to  this  problem:     Federal  law  should  require  that  HMOs  have  proper  appeal 
procedures  to  the  Department  of  HEW  if  they  believe  they  have  been  treated 
unfairly;  and  sanctions  should  be  imposed  against  HSAs  which  are  proved  to  treat 
HMOs  less  favorably.     This  would  ensure  that  HSAs  treat  HMOs  as  favorably  as 

the  fee-for-service  sector  in  order  to  allow  HMOs  to  compete  effectively  and 
provide  necessary  services  and  facilities  for  their  enrolled  members. 

We  now  wish  to  make  some  comments  on  some  specific  provisions  of  H.R.  10460. 

Section  101  of  the  bill  provides  for  only  a  one  year  extension  of  the 
program.     This  is  insufficient.     The  AFL-CIO  recommends  a  three  year  extension 
to  give  the  program  an  opportunity  to  work.     Only  seven  HSAs  have  been  fully 
designated.     It  will  probably  be  another  year  before  all  HSAs  achieve  that  status 
and  be  in  a  position  to  implement  these  long  and  short  term  plans. 

Section  202  should  include  cost  effectiveness  as  a  way  in  which  to 
contain  the  rising  cost  of  health  care  delivery.     In  fact,  amendments  to  the 
planning  law  should  include  the  criterion  of  cost  effectiveness  wherever  the 
word  "need"  is  used. 

Section  208  would  remove  the  prohibition  against  an  HSA  accepting  funds 
from  health  care  insurers  and  using  those  funds  as  a  basis  for  Federal  matching. 
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We  strenuously  oppose  this  provision.     This  is  an  invitation  to  Blue  Cross- 
Blue  Shield  and  commercial  insurance  to  dominate  the  health  planning  process. 
When  have  these  financial  interests  supported  the  interests  of  the  consumers 
of  health  care?     In  Medicare?    National  Health  Insurance?     They  are  part  of  the 
problem,  not  part  of  the  solution. 

Section  209(a)  of  the  bill  includes  the  requirement  that  HSA  governing 
bodies  include  labor  organizations.     Naturally,  we  strongly  favor  this  provision, 
but  we  also  endorse  the  recommendations  of  the  Labor-Management  Group  that  both 
labor  and  management  should  be  represented  on  HSAs  as  major  purchasers  of  care 
through  the  collective  bargaining  process.     We  subscribe  to  the  concept  that 
Blue  Cross-Blue  Shield  and  commercial  insurance  companies  should  be  represented 
on  HSA  governing  bodies  as  indirect  prividers  of  care. 

Section  209(a)(3)  should  add  nonprofessional  employees  to  the  list  of 
prividers  listed  in  Sec.   1512(b) ( 3) ( c) (ii)  of  the  present  law. 

Section  209(b)(2)  assures  representation  of  general  purpose  local  govern- 
ments on  HSA  governing  bodies.     For  the  most  part,  they  are  already  so  represented. 
The  issue  is  what  percent  of  the  HSA  governing  body  should  public  representatives. 
Since  the  AFL-CIO  recommends  60  percent  consumer  representation,  the  proportion 
of  representatives  on  such  governing  bodies  who  are  there  as  direct  and  indirect 
providers  and  the  proportion  who  are  public  representatives  per  se  should  be  limited 
to  40  percent  pverall. 

Sec.  211(a)  provides  that  when  the  HSA  is  a  public  regional  planning  body- 
or  a  unit  of  general  local  government,  the  public  board  shall  have  responsibility 
for  the  establishment  of  personnel  rules  and  practices  for  the  staff  of  the 
agency  and  for  the  agency's  budget  unless  such  functions  are  specifically 
delegated  to  the  governing  body  for  health  planning.     This  would  effectively 
give  control  of  such  agencies  to  local  government.     This  is,  in  our  opinion,  a 
substantive  change  in  the  structure  created  by  the  planning  law  and  would  involve 
substantial  delay  in  implementing  the  law.    We,  therefore,  oppose  this  amendment. 
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Section  213(a)  of  the  bill  requires  that  each  HSA  have  an  identifiable  program 
of  providing  assistance  to  the  members  of  its  governing  body.     The  AFL-CIO  supports 
this  provision  except  that  such  technical  assistance,   support,  training  and  continu- 
ing   education  should  be  primarily  directed  to  the  consumer  representatives  on  such 
governing  bodies. 

Section  213(b)  allowing  advances  to  board  members  for  the  reasonable  costs 
incurred  in  attending  governing  body  meetings  should  be  changed  to  allow  reimburse- 
ment of  actual  expenses  to  board  members  for  the  reasonable  costs  of  attending  such 
meetings.     This  is  particularly  important  for  HSAs  that  cover  a  large  rural  area. 

Section  216(c)  requires  the  State  Health  Planning  and  Development  Agency  to 
determine  the  health  needs  of  the  state  which  are  statewide  and  requires  the  HSAs 
to  develop  their  plans  in  a  way  which  is  responsive  to  those  statewide  health  needs. 
This  is  top-down  planning  rather  than  bottom-up  planning.     This  violates  the  intent 
of  present  law.     It  is,  therefore,  a  major  structural  change  which  the  AFL-CIO 
opposes  at  the  present  time. 

Section  218(a)  requires  that  a  certificate  of  need  provide  for  the  review  and 
determination  of  need  for  major  medical  equipment,  health  care  facilities,  institutional 
health  services,  home  health  services  and  capital  expenditures.     Prepaid  group  practice 
plans  should  be  exempt  from  this  provision.     Also,  cost  effectiveness  should  be 
included  as  well  as  need  in  the  review  process.     Cost  effectiveness  should  be  added  as 
a  criteria  in  Section  1527(a)  (1),  (2),  (3),   (4),   (5)  and  (6)  of  present  law.  Other 
relevant  sections  of  the  law  should  be  conformed. 

Section  219(b)  requires  each  state  within  four  years  to  have  in  effect  a  state 
program  to  close  unneeded  institutional  health  services.     Such  state  programs  should 
be  required  not  only  to  provide  relief  for  financial  obligations  but  also  to  provide 
severance  pay  and  a  program  for  reemployment  of  employees  affected  by  facility  closures. 
This  is  a  recommendation  of  the  Labor-Management  Group. 

Section  223(b)  requires  the  Governor  to  select  the  chairman  from  the  membership 
of  the  SHCC.     Present  law  provides  for  election  of  the  Chairman  by  the  members  of  the 
SHCC.     The  AFL-CIO  opposes  this  change  as  a  major  structural  change  in  the  law. 

Section  301  provides  loans  and  loan  guarantees  for  modernizaiton  and  construction 
of  medical  facilities  with  emphasis  on  new  outpatient  facilities  in  areas  of  rapid 
population  growth  and  underserved  areas.     This  section  also  authorizes  grants  to  public 
hospitals.     We  urge  these  construction  grants  and  loans  also  be  made  to  qualified  pre- 
paid group  practices  plans. 
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Mr.  Chairman,  the  sections  of  H.R.  10460  to  which  we  did  not  specifically 
refer  have  our  support  or  neutrality.     We  hope  that  Congress  will  quickly  act  upon 
these  amendments  along  with  our  suggested  improvements.    We  especially  urge  the  law 
be  renewed  for  three  years. 
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Appendix  A 

Labor-Management  Group  Recommendations  On: 

1.  Health  Planning  Needs 

2.  Health  Maintenance  Organizations  (HMOs) 

3.  Prospective  Reimbursement 
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Summary  of  Health  f'LANiiifiP  Needs 


Issue  [ 


To  avoid  duplication  of  fiicilitior;  and  cm i pjiiont ,  lorjinlation 
has  been  on/ict(--d  to  cncourarjo  cjmimjriity  planiuncf  for  fociliLLoa, 
sharinrj  of  hi<jh  co£;t  equ  i  F^mon  t ,   (.i.e.     This  Jc-qislation  need;? 
strenqthf.-nincj  to  mak(;  Jocal  planiiincj  nioio  workiiblc. 


Background 


Scattered  health  planning  v/ns  in  effect  for  a  number  of  years 
prior  to  1974,  but  there  is  little  evidence  that  it  effectively 
controlled  health  care  related  capital  expenditures. 

The  National  Health  Planning  and  Resources  Development  Act  of 
1974  established  a  nev;,  nation-wide  planning  structure, 
providing  for  the  establishment  of  Health  Systems  Agencies  (HSA's) 
and  health  planning  processes,  the  requirement  for  periodic 
review  of  all  institutional  health  services  and  ccrtif icate-of- 
need  legislation  in  all  states  by  1980. 

Approximately  200  HSA's  have  been  created.  While  still  developing, 
the  HSA  System  shows  promise  in  controlling  expenditures. 


Recowended  Actions 


1.  The  Labor-Management  Group  recommends  that  business  and  unions 
work  at  the  state  and  local  levels  to  enhance  the  effectiveness 
of  the  planning  mechanism  by: 

•  Seeking  .membership  on  State  Health  Coordinating  Councils 
(SHCC's),  local  HSA  Boards  and  hospital  boards. 

•  cooperating  in  areas  where  large  employers  and/or  employee 
groups  can  influence  local  planning  as  consumers. 

2.  Labor  and  Management  should  participate  in  the  improvement  of 
the  health  planning  system  by: 

•  Recommending  to  the  Administration  that  both  Labor  and 
Management  have  representation  on  the  15-member  National 
Council  on  Health  Planning  and  Development. 

•  Recomraending  that  cost-ef fffti vpnps!j_specif icallv  stipulated 
as  a  planning  criterion  by  local  health  planning  agencies. 

•  Supporting  the  strengthening  of  state  health  plans  and 
certif icate-of-need  (CON)  programs,  including: 

-  Extension  of  CON  to  government  health  care  facilities. 

-  Tighter  enforcement  of  CON  decision. 

-  Withholding  Meaicare/Medica id  and  other  third-party 
reimbursements  from  non-approved  facilities. 

3 .  Work  to  improve  the  Federal  Henlth  Planning  Law : 

•  Provide  states  with  authority  to  decertify  health  care 
facilities  where  warranted. 

•  Extend  HSA  authority  to  include  review  of  non-hospital 
capital  expenditures,  e.g.,  physicians,  other  ambulatory 
care. 

•  Extend  HSA  review  process  to  government  medical  facilities. 

•  Encourage  participation  in  USA's  of  informed  connumors ; 
provide  them  with  resources  to  aid  in  technical  evaluation. 

•  Improve  the  definition  of  providers  to  remove  the  limita- 
tions which  prevents  an  inilitrcL  provider   (i.e.  an  ciiu>loyer 
or  union  on  a  hospital  board)   from  actina  as  a  cnnEumrr. 
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HEALTH  PI.AMNTNG 


Dackground  ^ 

•  Scattered  health  planning;  had  h(;on   in  clfoct   for  a  number 
of  years  prior  to  1974,   but  thforo  exists  little  ovidenc(.' 
that  planning;  was  ahl  (i  to  efl'ectively  control  honltli  car^ 
related  capital  expenditures  --  either  by  voluntary  or 
regulatory  approaches. 

•  With  the  passage  of  tlie  National  Health  Plannini?  and 
Resources  Development  Act  of  1974  (P.L.  93-641),   a  new, 
nation-wide  planning  structure  was  established.     Some  of 
the  main  provisions  of  the  law  are: 

-  It  established  across-the-nation  Health  Systems 
Agencies  (HSAs)  and  health  planning  processes,  revising 
and  replacing  the  existing  planning  agency  approach. 

It  gave  the  new  planning  agencies  greater  authority  over 
area-wide  planning  and  federally-funded  programs  than 
their  predecessors. 

It  required  the  new  agencies  to  carry  out  a  periodic 
review  and  evaluation  of  all  institutional  health 
services . 

It  required  certif icate-of-need  legislation  in  all 
states  by  1980,  with  any  hospital  expenditure  of  $150,000 
or  more  subject  to  HSA  review. 

-  It  required  health  care  providers  to  conform  to  long 
and  short  range  health  plans  developed  by  local  and 
state  health  planning  agencies. 

It  required  HSAs  to  have  consumers  as  a  majority  on 
their  boards  who  are  independent  of  any  health  care 
provider. 

•  The  nation-wide  planning  system  established  by  the  Act  is 
still  developing.     At  present,  approximately  200  HSAs  have 
been  created.     The  HSA  system  shows  promise  in  controlling 
health  care  expenditures. 

Recommended  Actions 

1 .       Increased  Labor-Management  Participation  in  Local  Health  Planning 

Controlling  the  capital  expenditures  available  to  the  health 
•  system  through  the  planning  meclianism  is  one  method  of  changing 
the  current  incentives  toward  overdevelopment  of  facilities, 
which'  are  a  function  of  the  non-free  market  structure  of  the 
health  care  delivery  system.     Tlie  USA  system  provides  for  the 
necessary  "localization"  of  the  regulatory  process. 
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The  Labor-Manarjomont  Group  rocommoiuls  that  business  and  unions 
work,  at  tho  stat<?  and  local  levels  to  enhance  tlie  effectiveness 
of  the  planning  mechanism  in  s(,'veral  ways: 

•  By  seekinfj  membership  in  or  appointment  to  State  IlfuJ  tli 
Coordinating  Councils  (SIICCs)  :ind  local  USA  )3oards  and/ 
or  Executive  CommitL(!es  and  hospital  boards  in  ai'oas 
where  labor  and  mana^oment  have  not  heretofore  been 
represented . 

•  Once  represented  on  a  SIICC,  USA  or  hospital  board  by 
remaining  actively  involved,  aggressive  and  well-informed 
in  order  to  insure  that  capital  expenditures  are  con- 
trolled. 

•  By  cooperating  in  areas  where  large  employers  and/or 
employee  groups  can  combine  their  influence  as  consumers 
of  health  care  to  aid  planning  agencies  and  hospitals  in 
their  efforts  to  control  health  care  costs. 

•  By  supporting  or  establishing  training  programs  for 
labor,  management  and  other  representatives  who  serve 
on  hospital  and  planning  boards  and  their  committees. 

Improvement  of  the  Health  Planning  System 

The  health  planning  system  mandated  by  law  is  currently  being 
developed  through  the  continued  formation  of  planning  agencies 
and  implementation  of  local  and  state  programs.     This  develop- 
ment will  be  an  ongoing  effort  over  the  next  several  years. 

Labor  and  management  can  participate  in  the  development  and 
improvement  of  the  health  planning  system  by: 

•  Recommending  to  President  Carter  and 

Secretary  Calif ano,  that  both  labor  and  management 
have  representation  on  the  recently  established  15- 
member  National  Council  on  Health  Planning  and  Develop- 
ment, whose  purpose  is  to  consult  wifh  the  Secretary 
of  HEW  on:  1)  the  development  of  national  health  planning 
guidelines;  and  2)  the  implications  of  new  medical 
technology  for  organizing,  delivering  and  equitably 
distributing  health  care  services.     Currently,  labor 
is  represented  on  the  Council  but  management  is  not. 

•  Recommending  that  cost-effectiveness  be  specifically 
stipulated  as  a  planning  criterion  by  local  health  plan- 
ning agencies.     For  example,   it  appears  that  some  HMO's 
whicli  may  prove  to  be  cost  effective,   are  not  obtaining 
required  certif icates-oi-neod  due  to  lack  of  considera- 
tion of  cost-effectiveness  in  the  decision  to  grant  CON. 
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Supporting  dovelopment  of  state  health  plan?;  and 
certif icate-of-nood  (C0\')  nrofcrams.     Altliouicli  thor«;  arc 
CON  law:;  in  a  numlK.i-  of  .sl.atf.-.s  (aJ.  J   sLatc:  musl.  havn 
them  by  1980),   they  hav(;  been  le?;s  effective  tlinn  in- 
tended due  to  a  number  of  ]  e{;i  slati  ve  inadeciuac:  es  L 
the  state  level. 

Currently,  CON  is  only  required  for  hospital  capital 
expenditures.     In  order  to  achieve  uniform  control 
over  all  health  provider  sectors,   CON  should  be 
required  for  all  capital  expenditures  over  state- 
determined  base  levels  of  more  than  $100,000  and 
applied  to  non-hospital  capital  projects  such  as 
ambulatory  care  centers,  ambulatory  surgical  centers, 
clinics  of  any  type,   and  expensive  medical  equip- 
ment in  physician's  offices. 

-  Currently,  CON  is  not  required  for  Federal  govern- 
ment health  care  facilities,  permitting  expansion 
which  may  be  inconsistent  with  other  health  plan- 
ning objectives  for  a  given  area.     Therefore,  CON 
should  be  required  for  both  Federal  and  non-Federal 
facilities. 

-  Currently,  hospitals  and  additional  beds  are  being 
added  in  communities  in  spite  of  disapproval  by  a 
state  CON  agency.     CON  procedures  should  be  strengthen- 
ed and  CON  decisions  rigidly  enforced  to  prevent 
duplication  and  overbedding.     Accordingly,  CON 
approval  should  be  denied  for  the  addition  of  any 

type  of  institutional  bed  facility  in  an  overbedded 
area  unless  the  new  facility  (e.g.,  an  HMO  hospital) 
will  be  more  cost  effective  than  the  existing  one, 
which  it  will  replace.     Therefore,  underutilized 
existing  facilities  would  be  used  for  as  long  as 
such  area  remains  overbedded  unless  replaced  by 
more  cost-effective  facilities. 

Currently,  state  laws  do  not  require  recertifi- 
cation  (ongoing  review  and  approval)  of  projects 
which  received  CON,  often  resulting  in  underutiliza- 
tion  of  facilities  in  an  area  as  population,  demo- 
graphics, etc.  change  over  time.     Periodic  recerti- 
fication  should  be  required  to  assure  that  the 
facilities  which  received  CON  are  still  necessary. 

Currently,  CON  legislation  has  not  been  enacted  in 
many  states,  thereby  permitting  unnecessary  facili- 
ties to  be  built  and  third-party  payor  reimbursement 
provided  to  support  the  operation  of  such  facilities. 
Medicare  and  Medicaid  reimbursement  may  be  prohibited  • 
for  unapproved  facilities  under  Section  1122  of  the 
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Soci.il  Security  Amondmont .     H()w(!vcr,   some  Rlat:os 
do  not  have  an  aff;r(,'(;rn(;n t  for  Section  11.22  rev  i  (<ws . 
Therefore,    if  USA  approval   is  cieni(}d,   Mixlicare  and 
Medicaid  reimbursement  to  unapproved  faciLILics 
should  be  prohibited  in  all  slates  as  provided 
under  Section  1122. 

In  addition,   if  HSA  approval  is  denied,   labor  jind 
management,   through  collective  bargaining  and  other- 
wise, should  be  urged  to  require  third-f)arty  payors 
(insurance  carriers)  to  cooperate  to  develop  agree- 
ments which  will  deny  reimbursement  to  such  unapproved 
facilities.     If  such  action  proves  to  be  uneven  in 
application  or  ineffective  in  limiting  the  estab- 
lishment of  unapproved  facilities,   labor  and 
management,   through  collective  bargaining  and  other- 
wise,  should  urge  consideration  of  statutory  action 
to  limit  third-party  payor  reimbursement  to  such 
unapproved  facilities,   in  whole  or  in  part,  as 
applicable . 

3 .     Amendments  of  the  Federal  Planning  Law 

The  Federal  Planning  law,  while  providing  the  framework  to  control 
capital  expenditures  in  the  health  care  area,  does  have  a  number 
of  deficiencies. 

Labor  and  management  should  work  for  amendment  of  the  law  at  the 
Federal  level  which' will  correct  such  deficiencies. 

•  Since  consumers  on  HSAs  are  often  not  as  effective  or  well 
informed  as  health  care  providers,   the  participation  of 
consumers  (in  terms  of  the  law),  who  are  major  payors 
(i.e.,  companies  and  unions)  which  have  staff  resources 
available  should  be  stimulated  and  the  development  of  staff 
capabilities  for  consumers  who  lack  such  resources  should 
be  encouraged. 

•  A  consumer  who  is  on  the  board  of  an  HMO  or  a  hospital  is 
classified  as  an  indirect  provider  according  to  Federal 
definition.     Due  to  the  influence  of  health  care  providers 
(e.g.,  physicians),   this  type  of  indirect  provider  (really 
an  informed  consumer)  may  be  denied  a  place  on  an  USA. 
Therefore,   the  definition  of  providers,   indirect  providers, 
and  consumers  should  be  reexamined  to  ensure  better  equity 
of  representation  on  HSAs. 

•  In  order  to  make  recertif ication  of  CON  laws  erfoctivo, 
states  should  have  the  authority  to  decertify  health  care 
facilities  where  warranted,   and  the  states  should  bi?  en- 
couraged to  develop  a  facilities  closure  financial  plan 
which  should  include  adequate  provision  for  severance  pay 
and/or  reemployment  of  employes  affected  by  facilities 
closures. 
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•  Since  USA  approval  is  not  currently  necessary  for  non-fu.  i)  i  t.a  1 
equipment  and  lacilities,   USA  authority  should  bo  exlc^ul.  d  l.o 
include  review  ol  all  major  fjciuipment  i)urcha.s('.s ,  inchnhn;: 
those  by  physicians  or  other  ambulatory  care  providers. 

•  Although  development  of  Health  Maintenance  Orf^ani  zation:; 
(HMOs)  is  listed  as  a  priority  in  tlie  law,  there  has  been 
evidence  that  HMOs  are  not  always  equitably  evaluated  by 
HSAs,  which  sometimes  tend  to  focus  on  short-range  cost 
effectiveness  where  IIMOs  are  at  a  disadvantage.  Over  tho 
longer  term,  however,  HMO  cost  performance  would  reflect 
more  favorably.     Therefore,  Federal  law  should  require  thL't: 

1)  HMOs  have  proper  appeal  procedures  to  the  Department  of 
HEW  if  they  believe  they  have  been  treated  unfairly;  and 

2)  sanctions  should  be  imposed  against  HSAs  which  are 
proved  to  treat  HMOs  less  favorably.     This  would  ensure 
that  HSAs  treat  HMOs  as  favorably  as  the  f ee-f or-service 
sector  in  order  to  allow  HMOs  to  compete  effectively  and 
provide  necessary  services  and  facilities  for  their  enrolled 
members. 


•      Since  government  medical  facilities  do  not  come  under  the 

HSA  review  process,  they  should  be  brought  under  such  process 
so  that  government  medical  facility  expansion  is  not  in- 
compatible with  local  health  planning.     This  should  be 
undertaken  v/ith  the  necessary  understanding  that  a  portion 
of  government  medical  facilities'   patient  load  is  national 
rather  than  local  in  origin. 
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Summary  of  llEALm  Maintenance 
Organizations  (iimo's) 


Issue 


Efforts  must  be  made  to  promote  the  development  and  thorough 
evaluation  of  HMO's,  and  to  correct  legislative  and  health 
planning  defects  that  limit  their  flexibility  and  growth. 


Background 


•  HMO's  are  health  organizations  that  provide  comprehensive 
health  care  on  a  pre-paid  per  capita  basis.     This  payment 
method  rewards  HMO's  for  preventing  illness,  utilizing  less 
costly  methods  of  treatment  and  minimizing  hospital  admissions 
and  lengths  of  stay. 

•  Initial  Federal  HMO  legislation  was  too  stringent  to  encourage 
growth  of  HMO's.  Amendments  in  1976  helped  ease  qualification, 
but  some  barriers  remain. 

-  Mandated  benefits  are  too  broad. 

-  Qualification  regulations  remain  extremely  complicated. 


Recommended  Actions 


1.  Work  to  remove  barriers  to  HMO  development: 

•  Reduce  the  mandated  scope  and  duration  of  HMO  benefits  to 
allow  for  tailoring  to  needs  of  employee  groups. 

•  Simplify  qualification  requirements. 

•  Amendments  to  Medicare  to  permit  payments  on  basis  of 
predetermined  rate  comparable  to  private  sector  payments. 

o    Providing  a  minimum  enrollment  period  under  Medicaid  to 
prevent  expenses  exceeding  revenues. 

2.  hMO  Act  amendments  should  be  supported  which  would: 

•  Make  capital  loans  and  capital  loan  guarantees  to  HMO's 
subject  to  favorable  CON  review  and  Federal  qualification. 

•  Provide  for  technical  assistance  for  HMO  development  and 
funds  for  the  training  and  continuing  education  of  HMO 
personnel. 

3.  Labor  and  Management  should  cooperate  on  a  plant  and  local 
community  level  to  promote  the  development  of  new  HMO's  and 
the  expansion  of  existing  HMO's  under  the  provisions  of  the 
HMO  Act. 

4.  Support  increased  monitoring  and  evaluation  of  the  cost 
effectiveness  of  HMO's. 

5.  Encourage  improved  evaluation  of  HMO's  by  local  planning 
agencies  which  tend  to  treat  HMO's  less  favorably  than  the 
fee-for-sorvice  institutions. 
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DEVELOPMENT  OF  HEALTH  MAINTENANCE  ORGANTZATIONS  (HMOs') 


Background 

•  HMOs  are' health  organizations  structured  differently  from 
fee-for-service  medical  jjractices.     They  provide  compr(>- 
hensive  health  care  on  a  pre-paid,  per  capita  basis.     Th  i  rs 
method  of  payment  rewards  IIMOs  for  preventing  illness, 
utilizing  less  costly  methods  of  treatment  and  minimizing 
hospital  admissions  and  lengths  of  stay. 

•  Initial  Federal  HMO  legislation  was  too  stringent  to 
encourage  growth  of  this  type  of  organization.  Amendments 
were  made  in  1976  to  qualify  HMOs  more  easily  under  the  Act, 
but  there  remain  some  barriers  to  the  formation  of  addi- 
tional HMOs. 

A  major  existing  barrier  is  that  the  mandated  benefits 
are  too  broad,  making  it  difficult  for  HMOs  to  compete. 

Qualification  regulations  remain  extremely  complicated 
and  difficult  to  conform  with. 

•  Health  Maintenance  Organizations  have  the  potential  to 
impact  health  care  costs  favorably.     Available  data  show  that 
hospital  days  per  1,000  enrollees  are  less  than  comparable 
figures  for  the  non-HMO  population  in  the  same  service  areas. 

•  According  to  a  recently  released  Federal  Trade  Commission 
study,  generally  HMOs  effect  reductions  of  overall  health 
care  costs  in  their  service  areas 

Recommended  Actions 

1.     Work  to  Remove  Barriers  to  HMO  Development 

Labor  and  management  should  work  to  have  legislative,  regulatory, 
enrollment  and  other  barriers  to  the  development  of  HMOs  which 
still  exist  removed. 

•  Labor  and  management  should  work  together  to  seek  amend- 
ments to  the  Medicare  and  Medicaid  statutes,  and  in  the  HMO 
law  itself. 

-  Currently,  Medicare  payments  are  only  permitted  on  a 
retrospective  basis;  Medicare  should  be  authorized 

to  pay  qualified  HMOs  on  the  basis  of  a  predetermined 
fixed  capitation  rate  just  as  the  private  sector  does. 

-  .   Currently,  there  is  no  minimum  enrollment  period  for 

Medicaid  participants  in  HMOs'   as  a  result,  HMOs  often 
are  reluctant  to  accept  Medicaid  patients  for  short 
time  periods  in  which  treatment  expense  may  exceed 
revenues.     Therefore,  where  demonstrated  cost  savings 
potential  exists,  a  minimum  enrollment  period  for 
Medicaid  enrollees  in  HMOs  should  bo  required. 
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Currently,  IIMOs  must  provide  a  level  of  benefits  which 
are  well  in  excess  of  many  existing  benefit  proj^ram 
levels;   the  cost  of  providing  this  level  of  benefits 
makes  HMOs  less  flexible  in  competing  with  traditional 
insurance  plans.     Therefore,   the  mandated  scope  and 
duration  of  HMO  benoiits  should  be  reduced  to  allow 
tailoring  of  ben3fits  to  the  needs  and  resources  of 
employe  groups. 

•  The  Federal  government  should  attempt  to  simplify  qualifica- 
tion requirements  for  HMOs. 

2.  Support  Increased  Evaluation  of  HMOs 

Labor  and  management  support  continued  data  collection  in  order 
to  monitor  and  evaluate  the  cost  effectiveness  of  HMOs.  Data 
compiled  to  date  indicate  cost  savings  can  be  achieved  by  use 
of  HMOs.     However,   a  broader  data  base  would  enable  both:   1)  a 
more  comprehensive  evaluation;  and  2)  analysis  of  specific  HMO 
organizational  structures  to  point  out  the  most  cost-efficient 
methods  of  operation. 

3.  Encourage  Improved  Evaluation  of  HMOs  by  Local.  Planning  Agencies 

Although  development  of  HMOs  is  listed  as  priority  in  the 
law,  there  has  been  evidence  that  HMOs  are  not  always  equitably 
evaluated  by  HSAs ,  which  sometimes  tend  to  focus  on  short-range 
cost  effectiveness  where  HMOs  are  at  a  disadvantage.     Over  the 
-    longer  term,   however,  HMO  cost  performance  would  result  in 

lower  "cost  than  under  conventional  f ee-f or-service  arrangements. 
Therefore,   the  planning  law,   regulations  and  planning  agencie.'^ 
should  treat  HMOs  as  favorably  as  the  f ee-f or-service  sector 
under  certif icate-of-need  (CON)  provisions  in  order  to  allow 
HMOs  to  compete  effectively  and  provide  necessary  services  and 
facilities  for  their  enrolled  members.     HSAs  which  are  proven 
to  violate  this  principle  should  be  subject  to  sanctions. 

4.  Support  Programs  to  Provide  Financial  and  Technical  Assistance 
to  HMOs 

Currently,  HMO  development  is  hindered  by  a  lack  of  capital 
funds  and  qualified  operating  personnel.     HMO  Act  Amendments 
should  be  supported  which  would: 

•  Make  capital  loans  and  capital  loan  guarantees  available 

to  HMOs,  subject  to  favorable  CON  review  and  Federal  quali- 
fication certification,   for  the  construction  of  facilities 
which  demonstrate  significant  cost  reduction  potential. 
However,   the  Labor-Management  Group  favors  the  use  of  exist- 
ing facilities,  whenever  more  cost-effective  than  new  con- 
struction,  so  that  duplication  of  facilities  should  be  avoided. 
Under  present  law,  grants  are  available  for  feasibility 
surveys,  planning  and  initial  development,  and  loans  are 
only  available  to  cover  operating  costs. 
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•      Providn  for  tochnical   assistance  for  HMO  dovolopmrn t  and 
funds  lor  the  training;  and  conlinuinf?  odiicaticn  of  modical 
directors,   marlcctinji  directors  and  adm  i  ii  i  s  L  rators  (j  I  HMO.;, 
since  HMO  j^errionnel  arc  often  not  a(]o(iuaLoly  trained  and  could 
use  such  assistance  and  education. 

Encourage  Development  and  Utilization  of  HMOs 

Existing  dual  choice  provisions  state  that  an  employer,  contacted 
by  a  federally-qualified  HMO  serving  an  area  in  which  at  least 
25  employes  of  that  employer  reside,  would  be  required  to  offer 
to  its  employes  a  choice  between  a  federally-qualified  HMO  in 
the  area  and  the  traditional  employer  health  plan.     Under  such 
provisions  of  the  H.MO  Act,   labor  and  management  should  cooper- 
ate on  a  plant  and  local  community  level  to  promote  the  develop- 
ment of  new  HMOs  and  the  expansion  of  existing  HMOs.  This 
effort  could  include  sponsorship  of  educational  programs  to  • 
communicate  the  HMO  concept  to  employes,   the  development  of 
educational  literature  and  general  health  education.  Such 
labor-management  efforts,  particularly  if  organized  on  a  community 
level,  could  also  result  in  more  effective  negotiations  with 
hospitals,  f ee-f or-service  physicians  and  insurers. 
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Summary  of  Prospective  Reimbursement 


Issue 


The  prevalent  method  of  reimbursing  hospitals  (on  a  cost  plus 
basis)  leads    to  escala*-ing  costs.     In  place  of  that  practice, 
the  Labor-Management  Group  prefers  that  hospitals  be  reimbursed 
on  the  basis  of  budgets  or  fixed  schedule  of  reimbursement 
estzdslished  in  advance. 


Background 


•  Economists  and  others  partially  attribute  the  high  cost  of 
medical  care  to  the  traditional  system  of  reimbursing  hospitals 
on  a  retrospective  (after  the  fact)  basis. 

•  The  method  of  basing  reimbursement  upon  prospectively  established 
budgets  or  rates  has  received  Increasing  support  as  a  means  to 
control  costs. 


Recommended  Actions 


1.  SUPPORT  COMMON  PRINCIPLES  FOR  PROSPECTIVE  REIMBURSEMENT 

•  A  uniform  payment  mechanism  to  be  employed  by  all  third- 
party  payors  which  takes  account  of  all  sources  of  revenue 
and  total  hospital  expenditures . 

•  Setting  prospective  reimbursement  levels  for  individual 
hospitals  based  on  approved  payment  rate,  utilization  of 
hospital  services,  case  mix  of  patients  and  intensity  of 
services . 

•  Provision  for  incentives  for  hospitals  to  adhere  to 
prospectively  set  budgets  and  to  operate  efficiently. 

2.  encourage  the  de\^lopment  .\nd  expansion  of  prospective 
reimbursement  programs 

•  Labor  and  Management  should  actively  support  prospective 
ralnbursement  programs  directly  and  indirectly  by 
•nconraging  its  adoption  by  carriers,  government,  Blue  Cross, 
Health  Insurance  Association  and  other  third-pai.ty  payors. 

«    Support  extension  of  the  concept  to  all  government  hospital 
care  payment  progreuns. 

•  Support  Federal  Government  efforts  to  evaluate  the 
effectiveness  of  the  concept. 
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PROSPECTIVE  REIMBURSEMENT 

Background 

*  Economists  and  other  observers  of  the  health  system  have  noted 
that  one  of  the  forces  which  contributes  to  the  high  cost  of 
medical  care  is  the  traditional  system  of  reimbursing  hospitals 
on  a  retrospective  (after  the  fact)  basis.    Under  this  system, 
hospitals  have  determined  their  own  reimbursement  levels  with 
little  regard  for  cost,  and  without  approval  by  or  negotiation 
with  third-party  payors. 

*  Since  appropriate  redesign  of  the  reimbursement  system  could  be 
a  powerful  incentive  for  cost  containment,  the  method  of  basing 
reimbursement  upon  prospectively  established  budgets  or  rates  has 
received  increasing  support. 

*  Currently,  state  regulatory  efforts,  Federal  research  and  private 
sector  experiments  by  insurance  carriers  are  stimulating  and 
evaluating  prospective  reimbursement  programs.    While  there  are 
still  many  unknowns,  experience  to  date,  both  in  the  United  States 
and  abroad,  has  indicated  some  principles  which  are  important 
aspects  of  a  successful  program. 

Recommended  Actions 

1 .    Support  Common  Principles  for  Prospective  Reimbursement 

Based  upon  experience  to  date,  the  Labor-Management  Group  believes  that 
prospective  reimbursement  programs,  to  the  maximum  extent  feasible,  should 
embody  the  following  principles  if  they  are  to  be  effective: 

*  A  uniform  payment  mechanism  should  be  employed  by  all  third-party 
payors  (government  and  insurance  carriers)  which  takes  account  of 
all  sources  of  revenue  (including  those  of  private  payors)  and 
total  hospital  based  expenditures.    Exempting  certain  expenditures 
from  a  reimbursement  formula  (e.g.,  radiology  services)  can  allow 
hospitals  to  pass  excessive  expenses  along  through  charges  made  for 
such  services. 

*  Setting  prospective  reimbursement  levels  for  individual  hospitals 
must  address  these  varying  functions  (e.g.,  teaching  hospitals) 
and  size  and,  in  particular,  these  four  key  factors: 

a.  Payment  rate  (the  approved  charges  for  specified  hospital  services); 

b.  Changes,  if  any,  in  utilization  of  hospital  services; 

c.  Changes  in  case  mix  of  patients; 

d.  Changes  in  intensity  of  services  (i.e.,  quantity  and  complexity 
of  care). 
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•  The  reason  this  is  necessary  is  that  the  above  specified 
changes  may  abnormally  increase  or  decrease  a  hospital's 
expenses  in  relation  to  bud{:ot  projections  based  on  hi.sLori 
cal  data  and  the  estimated  payment  rate.     Therefore,   all  ol" 
these  factors  need  to  bo  considered. 

•  Incentives  for  hospitals  to  adhere  to  prospectively  set 
budgets  and  to  operate  efficiently  should  be  included  (e.g. 
giving  a  hospital  a  "bonus"  if  it  comes  in  under  budget); 
and 

•  Allocation  of  operational  resources  within  hospitals  should 
continue  to  be  determined  by  the  hospital  administration, 
rather  than  by  third-party  payors  or  other  external  groups. 

Encourage  the  Development  and  Expansion  of  Prospective 
Reimbursement  Program 

•  Labor  and  management,  as  well  as  insurance  carriers,  govern 
ment ,  the  Blue  Cross  Association,  the  Health  Insurance 
Association  of  America  and  other  third-party  payors,  should 
actively  promote  the  development  and  expansion  of  prospec- 
tive reimbursement  programs.     Special  emphasis  should  be 
placed  on  prospective  reimbursement  systems  under  employe 
benefit  plans. 

•  The  Labor-Management  Group  supports  the  extension  of  pro- 
spective reimbursement  to  all  government  hospital  care 
payment  programs,  provided  no  additional  cost  is  passed 
along  to  the  private  sector. 

•  Labor  and  management  members  who  serve  on  hospital  boards 
should  encourage  hospitals  to  cooperate  in  adopting  pro- 
spective reimbursement  systems  and  establishing  sound 
business  practices  of  operation. 

9      The  Labor-Management  Group  supports  efforts  of  the  Federal 
government  to  evaluate  current  prospective  reimbursement 
programs . 
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Appendix  B 

1.  Family  Health  Plan,  Greendale,  Wisconsin 

2.  Group  Health  of  El  Paso,   Inc.,  El  Paso,  Texas 

3.  Health  Maintenance  Organization  of  Baton  Rouge,  Inc. 

Baton  Rouge,  Louisiana 

4.  Community  Health  Care,   Inc.,  Lincoln,  Nebraska 

5.  Rutgers  Community  Health  Plan,  New  Brunswick,  New  Jersey 

6.  Group  Health  Association,   Inc.,  Washington,  L).  C. 

7.  Health  Care  Plan,   Inc.,  Buffalo,  New  York 

8.  Valley  Health  Plan,  Amherst,  Massachusetts 

9.  Other  Plans  Blocked  by  HSAs 


558 


Family  Wealth  F^lan,  Inc. 
5413  S.  76th  Street 
Greendale,  Wisconsin  53129 


BACKGROUND:    Family  Health  Plah  Is  preoperational,  procedlng  under  the  HMO  grant 
program.    The  HMO  Is  entering  the  Initial  development  phase,  requiring  re- 
view by  the  Southeastern  Wisconsin  Health  Systems  Agency.    The  review  process 
was  complicated  by  recent  passage  of  certif lea te-of -need  legislation  In  the 
State  of  Wisconsin. 

REVIEW  PROCESS;    Due  to  the  certif Icate-of -need  legislation,  FHP  «as  subjected  to 
two  separate  reviews  -  one  for  the  program  and  one  for  the  facility.  SEWHSA 
staff  decided  that  the  review  process  would  be  simplified  by  using  the  same 
review  committee  to  do  both  reviews. 

Program  review  resulted  In  few  problems.    The  necessary  application  was  sub- 
mitted In  July  to  the  HSA.    A  minor  problem  developed  In  ascertaining  whether 
the  new  legislation  applied  to  this  project.    SEWHSA  was  neither  sure  of  the 
law's  applicability  nor  were  they  sure  of  the  appropriate  forms  that  had  to 
be  submitted.     It  Is  our  opinion  that  this  Is  not  their  fault  since  the  state 
passage  of  the  law  was  occurring  concurrently  and  final  regulations  were 
somewhat  ambiguous. 

The  program  review  took  place  on  July  28,  1977,  with  only  a  few  minor  objec- 
tions by  committee  members.    The  staff  recommendation  was  very  favorable. 
Approval  of  the  program  specifically  did  not  include  the  facility  which  was 
left  open  until  a  subsequent  review  would  take  place.    The  executive  board 
confirmed  the  program  approval  on  August  ^,  \S77- 

Facility  review  under  1122  posed  the  most  serious  problems.    SEWHSA  staff 
review  and  recommendation  on  the  application  again  was  very  favorable.  The 
review  took  place  September  22.    During  the  discussion,  a  number  of  negative 
points  were  brought  up  and  refuted  by  FHP  staff  present  at  the  review.  The 
review  committee  finally  recommended  approval  by  a  margin  of  one  vote,  that 
being  cast  by  the  committee  chairman. 

The  executive  committee  of  the  SEWHSA  subsequently  turned  down  the  application 
on  October  6,  citing  5  reasons  for  the  rejection.    FHP  staff  felt  the  rationale 
was  unjustified.    Two  options  remained,  -  either  seek  an  appeal  or  attempt  to 
get  the  state  to  reverse  the  committee's  decision.    The  FHP  Board  took  the 
former  route.    FHP  staff  submitted  documentation  to  refute  each  of  the  five 
reasons  for  disapproval,  and  at  a  subsequent  review  on  November  3,  obtained 
approval  for  the  facility. 

MAJOR  DIFFICULTIES;    From  the  standpoint  of  an  HMO,  a  number  of  difficulties  with 
the  review  process  were  perceived.    These  are: 

1 .    Inability  of  review  committee  members  to  reasonably  evaluate  a  program 
1  Ike  an    HMO.     It  Is  the  contention  of  FHP  staff  members  present  that 
the  committee  members  do  not  really  understand  what  an  HMO  is.  Several 
committee  members  continued  to  perceive  the  HMO  as  a  subsidized  plan 
which  Is  to    serve  the  low-l.ncome  population.    Location  of  facility  was 
a  major  Issue.    Committee  members  wished  the  HMO  to  locate  very  close  to 
the  low-income  population  to  Increase  their  access  to  care.  However, 
this  would  have  had  a  significantly  negative  effect  In  attempting  to 
reach  the  primary  market  the  HMO  Intends  serving.    Committee  members 
would  evaluate  "need"  for  the  project  only  on  the  basis  of  providing  care 
to  an  under-served  population. 
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?.    Protection  of  personal  Interests  by  review  comm It tee  members.  Since 
the  review  committee  has  ample  representation  from  providers  of  health 
care,  It  appears  that  some  view  HMO's  as  a  potential  threat.  Because 
of  this  fact,  and  HMO  will  certainly  face  a  hard  core  of  committee 
members  who  will  be  trying  to  protect  the  "status  quo".    The  most  out- 
spoken plan  critics  were  providers  of  health  care,  especially  physicians, 
some  of  whom  were  not  even  close  to  the  proposed  service  area.    It  goes 
without  saying  that  new  programs  such  as  this  will  always  have  to 
struggle  against  established  participants  In  the  health  care  field,  due 
to  the  committee  structure. 

3.    Refusal  of  committee  members  to  deal  with  relevant  Issues.    Much  of 

this  can  be  attributed  to  the  prior  two  points.    FHP  staff  successfully 
refuted  the  five  major  objections  to  approval.     In  the  subsequent  re- 
revlew,  almost  no  mention  was  made  of  the  Issues;  Instead,  other  Issues, 
mainly  those  of  personal  opinion,  were  brought  out.    Since  the  revlewee 
Is  unable  to  speak  at  an  executive  board  review,  many  Issues  that  could 
have  been  refuted  went  unanswered  and  swerved  other  committee  members. 

k .    Lack  of  clear,  concise  standards  by  which  an  HMO  can  be  evaluated.  No 
clear  criteria  exist  to  guide  HSA  committee  members  In  their  decis I on . 
For  example,  It  Is  difficult  to  evaluate  need  for  a  project,  when  no 
standards  of  need  have  yet  been  developed  for  an  HMO  review.  Since 
there  are  no  applicable  guides,  committee  members  use  their  own  criteria. 


SUMMARY:    The  whole  review  process  was  a  strenous  undertaking  for  FHP  staff.  The 
process  took  nearly  five  months  from  beginning  to  end  and  Involved  substan- 
tial time  and  effort.    The  process  created  a  great  deal  of  uncertainty  and 
set  the  HMO's  timetable  back  60  days.    While  we  could  appreciate  the  coopera- 
tion of  SEWHSA  staff,  the  review  process  leaves  a  lot  to  be  desired.  After 
all,  the  primary  objective  of  an  HMO  Is  cost-control,  which  Is,  after  all, 
one  of  the  major  goals  of  the  HSA. 
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Group  Health  of  El  Paso,  Inc. 
Eastwood  Medical  Center 
10301  Gateway  West 
El  Paso,  Texas  79925 
(915)  592-0201 

Barry  C.  StrLttmatter,  President 

Group  Health  of  El  Paso  (GHEP)  submitted  an  Initial  Development 
Application  to  the  local  HSA.    The  application  had  already  received  approval 
by  the  Regional  Office  of  HEW.    On  July  13,  1976,  the  application  was 
presented  to  the  Project  Review  Committee.    This  Committee  submitted 
'Negative  Comments'  to  the  HSA  on  July  15,  1976,  at  which  point  the  HSA 
voted  to  table  the  project  for  30  days  in  order  to  study  the  problem.  On 
August  18,  1976,  the  HSA  took  an  informal  poll  which  showed  nine  (9)  members 
against,  one  (1)  for,  and  twelve  (12)  abstentions.    When  this  information  was 
made  available  to  the  West  Texas  Council  of  Governments,  the  Council 
directed  the  HSA  to  submit  a  definite  decision.    The  HSA  then  voted  "no 
comment".    The  Council  subsequently  voted  unanimously  to  approve  the 
project. 

The  factors  which  contributed  to  the  indecisiveness  and  negative 
comments  on  the  part  of  the  HSA  can  be  categorized  as  follows- 

(a)    Complexity  of  HMOs  preclude  an  effective  evaluation  by  planning 
agencies  without  definite  guidelines. 

All  facets  of  HMOs  are  not  understood  by  HSA  members. 
Often  comments  are  based  on  factors  which  do  not  account  for 
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HMO  legal  requirements,  and  opinions  are  fornnulated  in 
reaction  to  HMO  philosophy  rather  than  the  specific  needs 
of  the. project  under  evaluation. 

This  experience  is  exemplified  by  the  Review  Committee's  recom- 
mendation of  'Negative  Comments',  which  were  based  on  the  following 
reasons: 

1.  The  program  was  too  restrictive  because  it  did  not  include 
all  physicians  and  hospitals  in  El  Paso. 

2.  The  plan  had  asked  for  too  much  money  in  the  budget. 
[The  Committee  had  not  reviewed  the  budget,  but  felt 

that  $528,  000  was  too  much  money,  just  to  develop  an 
HMO] 

3.  Since  they  had  already  been  funded  for  two  years  and  had 
not  become  qualified,  it  should  not  be  continued  for  an 
additional  year. 

The  President  of  GHEP  attempted  to  overcome  the  apparent  lack  of  basic 
knowledge  of  HMO  statutory  requirements,  structure,  and  funding  provisions 
by  explaining  those  aspects  of  HMO  law  to  the  HSA  members.    As  evidence 
by  the  HSA's  continuing  indecisiveness,  an  ad  hoc  education  of  HSA  members 
does  not  meet  the  problem.    Firm  criteria  must  be  supplied  if  HMO's  are  to 
be  adequately  evaluated  by  planning  agencies. 
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(b)    Confrict  of  Interest  --  Provider  hostility  of  HMOs. 

The  Chairman  of  the  Project  Review  Committee  and 
the  HSA  is  a  member  of  the  Trans -Pecos  Medical  Foundation; 
a  separate  entity  which  has  applied  for  a  feasibility  grant 
under  P.  L.  93-222.    Five  members  of  the  Board  share  a 
common  office  complex  area,  as  medical  doctors  on  the 
board  are  represented  outside  of  the  Trans-Pecos  Foundation 
for  Medical  Care. 

Although  the  members  with  direct  conflict  of  interest  ultimately 
abstained  from  voting,  the  influence  sustained  throughout  the  discussion 
was  unquestionably  substantial.    The  problem  is  particularly  acute  in  this 
case  in  that  the  chairman  of  the  HSA  and  the  Project  Review  Committee, 
while  conceding  to  a  conflict  of  interest,  proceeded  to  lead  the  discussion 
at  all  times. 


563 


Health  Maintenance  Organization  of  Baton  Rouge,  Inc. 

5790  Florida  Boulevard,    Suite  206 

P.  O.  Box  64967 

Baton  Rouge,  Louisiana  70806 

Director:   Joseph  H.  Carabello 

Health  Maintenance  OrganLzation  of  Baton  Rouge,  Inc.  (HMOBR) 
initially  submitted  a  planning  grant  application  for  review  by  the  local 
314(b)  agency  under  the  HMO  Act  of  1973.    On  July  9,  1975,  HMOBR  forwarded 
a  second  application  for  a  planning  grant  to  the  local  health  planning  council 
for  its  review.    In  both  instances,  the  local  agency  recommended  disapproval. 
HEW  overrode  both  reconnmendations,  however,  finding  that  an  HMO  was 
feasible  and  that  the  planning  should  continue. 

Thereafter,  HMOBR  submitted  an  application  for  its  Initial  Develop- 
ment Phase  to  the  newly  formed  HSA.    Prior  to  the  reorganization,  the 
application  had  been  reviewed  by  the  former  314(b)  agency,  which  had 
forwarded  its  recommendation  for  approval  to  the  board  of  the  HSA,  as 
well  as  to  the  State  Health  Planning  Council.    On  the  58th  day  of  the  review 
cycle,  HMOBR  received  a  certificate  of  need  from  the  State  Health  Planning 
Council.    On  the  62nd  day  of  the  review  cycle,  the  HSA  board  voted  to 
recommend  disapproval.    The  action  was  essentially  initiated,  however, 
by  the  lapse  of  the  allowable  review  period  and  by  the  issuance  of  a 
certificate  of  need. 

The  process  of  evaluation  reflects  the  many  inadequacies  demon- 
strated by  HSA's  in  dealing  with  HMOs.    Emphasis  on  criteria  outside  of 
the  agency's  scope  of  review  and  the  general  refusal  to  approve  the  project 
based  on  a  dislike  of  the  HMO  philosophy  are  evident  in  the  minutes  of  the 
HSA's  meetings.    Examples  of  this  are  documented  below 
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(I)  Requirements  of  consumer  representation  were  not  adhered 
to  during  tlie  review  process.    The  Comprehensive  Planning  Act,  87-749, 
and  the  Health  Planning  and  Resources  Development  Act,  93-641,  require 
local  health  planning  bodies  to  be  consumer  dominated  and  to  function  with 
consumer  representation  at  all  levels.    Disregarding  these  requirements, 
the  Health  Services  Committee  reviewed  the  project  with  two  members 
present  --  both  physicians.    The  meeting,  which  lasted  for  two  hours, 
consisted  of  questions  directed  to  the  director  and  president  of  the  HMOBR. 
Although  the  two  projects  were  approved,  the  committee  felt  that  they  could 
not  vote  on  HMOBR  since  there  were  not  enough  members  present. 

(II)  Reactions  of  the  members  of  the  HSA  to  the  HMO  concept  can 
be  gleaned  from  the  grounds  stated  by  the  Planning  Council  for  recom- 
naending  disapproval  of  the  HMOBR  application: 

(1)  The  study  did  not  adequately  justify  the  need  for  an 
HMO; 

(2)  The  application  was  poorly  prepared  with  inadequate 
information  in  some  aspects  and  misinformation  in 
other  portions  of  the  grant; 

(3)  The  proposed  HMO  represented  probable  duplication 
of  services  since  another  HMO  was  being  developed  by 

Blue  Cross  and  Stanocola.  '    '  '  . 


565 


To  substantiate  HMOBR's  failure  to  demonstrate  a  need  for  an 
HMO,  the  HSA  argued  that  HMOBR  was  merely  proposing  an  alternative 
service  delivery  system  which  assumed  the  inadequacy  of  the  present 
system.    However,  it  was  not  felt  that  this  inadequacy  was  demonstrated 
in  the  application.    The  situation  was  constrained  with  the  Kaiser-Permanente 
Plan  in  California,  which  was  developed  because  medical  services  were 
unavailable.    Since  this  was  not  the  case  in  Baton  Rouge,  the  need  for  an 
HMO  was  doubted. 

The  second  criticism  faulted  the  application  for  data  deficiencies. 
However,  the  HSA  was  uncooperative  in  providing  health  related  demographic 
data.    The  Council  was  subsequently  furnished  with  additional  answers 
relating  to  the  areas  in  question,  some  of  which  had  been  included  in  the 
document  before  the  Council.    The  alleged  inadequacies  included  the 
absence  of  a  definition  of  primary  care  physicians,  information  on  how  the 
HMO  would  serve  medically  indigent  population,  how  the  HMO  would 
relieve  the  shortage  of  primary  care  physicians,  the  absence  of  a  list  of 
community  needs  and  how  the  HMO  would  address  them,  and  a  demonstra- 
tion of  the  inadequacy  of  the  existing  system. 

The  third  basis  of  disapproval  concerned  the  duplication  of  services 
posed  by  the  HMOBR  and  Stanocola-Blue  Cross  HMP.    The  assessment 
ignored  the  significant  differences  between  the  plans,  the  most  important 
distinction  being  that  HMOBR  is  seeking  federal  qualification.    In  addition. 
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noting  the  mere  existence  of  a  similar  system  did  not  address  the  question 
of  whether  the  community  could  support  the  two  operations,     HEW,  in 
approving  the  application,  stated  its  opinion  that  HMOBR  was  feasible, 
and  refuted  the  assumption  that  more  than  one  HMO  in  a  community 
implies  duplication  of  services. 
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Community  Health  Care,  Inc. 
615  Anderson  Building 
12th   and   O  Streets 
Lincoln,  Nebraska  68508 
Stephen  R.  Tiwald 
Executive  Director 


In  August,  1975,  Community  Health  Care,  Inc.  (CHCI)  sent  its 
HMO  Planning  Grant  Application  to  DREW  and  to  the  Southeast  Nebraska 
Health  Planning  Council  (SeNHPC).     Following  its  usual  procedures, 
SeNHPC  established  a  multi-disciplinary  Project  Review  Task  Force  to 
conduct  a  detailed  examination  of  the  proposal.    Task  Force  members 
were:    J.H.  Hopkins,  Bankers  L.ife  Nebraska;   Harold  Norby,  Tabitha 
Home;   John  I.  Wise,  Dorsey  Laboratories;    Richard  Marshall,  D.  D.  S.  ; 
Don  Penney,  actuary  from  Stennes  and  Associates;    Leonard  Jennings, 
Lincoln  Community  Services;    and  Sue  Scott,  homemaker.    Over  a  period 
of  several  weeks,  the  Task  Force  met  five  times  and  conducted  a  public 
hearing.    It  concluded  its  review  by  voting  six  to  one  to  recommend 
approval  of  the  application;   the  lone  dissenter  was  Dr.  Marshall.  The 
SeNHPC  staff  recommendation  was  also  positive. 

In  September,  1975,  the  SeNHPC  Board  of  Directors  deliberated 
and  voted  against  accepting  its  Project  Review  Task  Force's  positive 
recommendation.    Voting  in  favor  were  three  consumer  members;  votinp 
against  were  the  seven  providers  and  four  of  the  consumer  members; 
abstaining  were  four  consumers,  three  of  whom  were  CHCI  Board  members 
who  did  not  vote  because  of  the  conflict  of  interest  principle,  and  the  acting 
chairman;  twenty-three  members  were  absent.    Shortly  thereafter,  the 
CHCI  Board  of  Directors  decided  to  reconsider  and  therefore  it  withdrew  its 
proposal  at  least  temporarily  from  consideration  by  DHEW. 

Over  the  winter  and  spring  of  1976,  CHCI  did  further  study.  During 
this  time,  results  became  available  from  a  Lancaster  County  community 
attitude  survey  conducted  by  the  University  of  Nebraska-Lincoln  Bureau  of 
Sociological  Research  which  showed  considerable  dissatisfaction  with  the 
present  health  care  system  and  significant  support  for  the  development  of 
a  health  maintenance  organization. 

The  CHCI  Board  felt  that  the  survey  findings  were  an  additional 
reason  to  continue  its  effort  to  establish  an  HMO  in  Lincoln.    After  updating 
and  improving  the  proposal,  CHCI  again  submitted  an  HMO  Planning  Grant 
Application  to  DHEW  and  to  SeNHPC  in  May,  1976.    Again,  the  SeNHPC 
established  a  Project  Review  Task  Force,  this  time  composed  of  J.  H, 
Hopkins,  Bankers  Life  Nebraska;   Harold  Norby,  Tabitha  Home;  Richard 
Marshall,  D.  D.  S.  ;    Dale  Karnopp,  Administrator,  York  General  Hospital; 
George  Rejda,  Professor  of  Economics,  UN-L;    Carolyn  Massey,  homemaker; 
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and  Marge  Bush,  homemaker.    This  Task  Force  met  four  times  and 
conducted  a  public  hearing.    It  concluded  its  review  by  voting  five  to 
one  to  recommend  approval  of  the  application;    Dale  Karnopp  voted 
negcitively.    Once  again,  the  SeNHPC  staff  recommendation  was  positive. 

In  late  June  of  1976,  the  SeNHPC  Board  of  Directors  voted  eleven 
to  ten  against  accepting  its  Project  Review  Task  Force's  positive  recom- 
mendation.   Voting  in  favor  of  the  positive  recommendation  were  four 
providers  and  six  consumers;    voting  against  were  eight  providers  and 
three  consumers;    there  were  two  abstentions;    nineteen  SeNHPC  members 
were  absent. 

This  was  the  last  meeting  of  SeNHPC.    Its  successor  organization, 
the  Southeast  Nebraska  Health  Systems  Agency  (SeNHSA),  which  was 
composed  of  many  of  the  same  individuals,  held  its  first  meeting 
immediately  following  the  SeNHPC  meeting.    The  SeNHSA  decided  to  also 
vote  on  the  project,  although  its  action  would  not  be  the  official  local 
health  planning  agency  comment.    By  a  vote  of  ten  to  seven  the  SeNHSA 
voted  to  not  accept  the  Project  Review  Task  Force's  positive  recommen- 
dation.   Voting  in  favor  of  the  positive  recommendation  were  three  providers 
and  four  consumers;    voting  against  the  positive  recommendation  were  seven 
providers  and  three  consumers;    there  were  two  abstentions. 

The  CHCI  Board  of  Directors  felt  that  the  SeNHPC  and  SeNHSA 
votes  were  so  close  that  their  results  were  not  conclusive  statements  of 
local  opinion  on  the  topic  of  HMO  development  in  Lincoln.  Knowing  that 
the  local  health  planning  agencies'  comments  did  not  constitute  approval 
or  disapproval,  the  CHCI  Board  of  Directors  decided  to  not  withdraw  the 
HMO  Planning  Grant  Application  from  consideration  by  DHEW.  After  its 
review,  DHEW  decided  in  August,  1976,  to  make  the  grant  award. 

In  late  November,  1976,  the  SeNHSA  voted  to  request  an  explanation 
from  DHEW  of  why  it  had  proceeded  to  award  the  grant.    In  a  three-page 
letter  from  Dr.  Holman  R.  Wherrett,  Regional  Health  Administrator,  DHEW 
responded  with  its  reasons  which  included  the  following: 

1)  The  SeNHPC  staff  report  and  the  Task  Force  report  recom- 
mending favorable  review  and  comment  used  the  established 
criteria  for  review.  Positive  corrtments  indicated  by  the 
record  were  also  received  by  representatives  of  Blue  Cross, 
Bankers  Life,  employers,  consumers,  labor  and  elected 
officials  of  Lancaster  and  Lancaster  County.  An  absence  of 
these  criteria  was  apparent  in  the  final  review  and  comment 
of  the  SeNHPC  Board. 
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2.  Twenty-three  members  attended  the  Board  meeting.  The 
acceptance  of  the  majority  Task  Force  report  failed  on  a 
vote  of  10  to  11;  with  proponents  of  the  report  abstaining  due 
to  conflict  of  interest.  There  was  voting  by  members  who 
could  be  considered  as  being  in  competition.  In  addition, 
letters  of  support  from  absent  board  members  were  later 
received. 

3.  The  official  review  of  two  other  Nebraska  agencies  was 
positive  (The  State  of  Nebraska  Office  of  Comprehensive 
Health  Planning  and  the  Office  of  Planning  and  Programming). 

4.  The  provisions  of  the  HMO  Act  of  1973  and  the  concern  of 
Congress  for  review  and  comment  and  the  possibility  of  local 
provider  interests  thwarting  the  development  of  alternative 
delivery  systems. 

5.  A  misunderstanding  by  local  provider  representatives  that 
the  HMO  Act  was  intended  to  provide  for  the  medically 
underserved;    and  the  statement  by  these  representatives 
that  if  the  HMO  did  not  use  federal  support  there  would  be 
no  objections. 

6.  An  acceptable  application  from  a  consumer  based,  non-profit 
corporation  with  endorsement  from  labor,  employers,  third  party 
payors,  and  city  and  county  elected  officials,  and  with  acceptable 
physician  input  was  convincing  that  the  objectives  of  a  planning 
grant  could  be  reached. 

7.  SeNHSA's  review  activity  did  not  include  approval /disapproval 
authority,  but  only  review  and  comment  authority. 

CHCI's  Initial  Development  Grant  Application  was  received  by  the 
SeNHSA  on  July  25,  1977.    On  September  21,  1977,  the  Project  Review  Task 
Force  recommended  disapproval  of  the  application.    The  Board  of  Directors 
accepted  the  majority  report  of  the  Project  Review  Task  Force  by  a  16-8 
vote  on  September  28,  1977.    CHCI's  Initial  Development  Grant  Application 
had  been  accepted  by  DHEW  on  August  23,  1977.  However, 

On  October  27,  1977,  the  State  of  Nebraska's  Designated  Planning 
Agency  (DPA)  sent  a  letter  to  SeNHSA  in  response  to  the  latter' s  recom- 
mendation of  disapproval.    This  letter  refuted  the  major  objections 
presented  by  the  SeNHSA's  Project  Review  Task  Force  and  upon  which  it 
based  its  negative  recommendation.    The  Task  Force  had  a  total  of  10 
objections  to  the  CHCI     application.    The  following  discussion  outlines 
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seven  of  those  and  includes  the  Task  Force's  comments  and  the  DPA's 
responses: 

1.  The  Task  Force  alleged  that  the  project  was  inconsistent 
with  the  priorities  established  in  Public  Law  93-641, 
concerning  the  development  of  multi-institutional  systems 
which  promote  the  coordination  and  consolidation  of 
institutional  health  services  and  the  sharing  of  support 
services  necessary  to  all  health  institutions.  DPA 
advised  the  Task  Force  that,  while  the  HMO  might  be 
inconsistent  with  those  stated  objectives,  it  was  consistent 
with  others  including  the  priority  to  develop  medical  group 
practices  and  HMO's. 

2.  The  Task  Force  believed  that  the  HMO  would  not  serve  those 
with  the  greatest  health  care  needs  in  the  community.  DPA 
noted  that  through  open  enrollment,  some  individuals  with 
the  greatest  health  needs  would  be  enrolled  in  the  HMO. 

3.  The  Task  Force  stated  that  the  HMO  would  duplicate  existing 
health  resources.    DPA  disagreed,  however,  stating  that 
unnecessary  duplication  would  not  result. 

4.  The  Task  Force  claimed  that  the  application  failed  to  identify 
physicians  who  would  serve  the  HMO  as  primary  care 
physicians  and  those  willing  to  offer  specialty  services.  In 
addition,  it  questioned  the  applicant's  ability  to  attract  new 
resources  into  the  area.    DPA  responded  that  the  HMO  had 
submitted  a  list  to  DHEW  of  physicians  willing  to  offer 
specialty  services.    (The  application  contained  three  signed 
letters  from  physicians  for  the  primary  care  staff,  meeting 
the  requirements  of  HMO  Planning  Phase  regulations).  Since 
the  HMO  stated  its  intention  to  recruit  physicians  on  a  nation- 
wide basis,  new  resources  would,  in  fact,  be  attracted  to  the 
area. 

5.  The  Task  Force  was  concerned  with  the  HMO's  potential  to 
attract  physicians  away  from  non- metropolitan  areas.  The 
DPA  pointed  out,  however,  that  HMO's  could  not  be  held 
solely  responsible  for  the  maldistribution  of  physicians. 

It  noted  that  HMO's  were  not  the  only  potential  competitors 
with  non-metropolitan  areas  --  hospitals  also  share  that 
characteristic. 

6.  The  Task  Force  felt  that  the  HMO  had  not  demonstrated 
that  it  would  achieve  cost  containment  goals.    DPA  replied 
that  the  inflationary  trend  of  medical  costs  was  a  motivating 
factor  in  the  promotion  of  HMO's.    Substantiation  of  the  HMO's 
ability  to  contain  costs  was  based  on  operating  data  of  HMO's 
nationwide. 
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7.      The  Task  Force  cited  the  lack  of  major  consumer  community 
support  as  another  reason  to  disapprove  the  application.  The 
DPA  staff  concluded,  however,  that  adequate  support  was 
demonstrated  in  the  application  by  the  inclusion  of  26  letters  from 
employers,  labor  leaders,  and  government  officials  expressing 
approval  and  interest  in  CHCI.    These  groups  represented 
68,  000  employees  and  their  dependents. 

Consistent  opposition  from  the  local  medical  society  to  HMO  develop- 
ment is  evidenced  by  the  attached  letters  to  the  HMO  Project  Review  Task 
Force. 


572 


LANCASTER  COUNTY  MEDICAL  SOCIETY 

2966  "O"  STREET 
LIKCOLN.  NEBRASKA  6851C 


r.  O.  OUCNCINS.  CO  D. 

CJIKCUTIVt  SICIIKTAMV 


TELEPHONE  474. 2405 


June     16,  1976 


TO:        HMO  Planning  Grant  Review  Task  Force 

FROM:     Board  of  Trustees,  Lancaster  County  Medical  Society 

On  September  18,  1975  the  Southeast  Nebraska  Health  Planning  Council  voted 
to  not  approve  a  federally  financed  planning  grant  for  an  HMO  in  Lincoln, 
Nebraska.     The  main  reason  for  this  rejection  was  the  fact  that  the  federal 
monies  earmarked  for  HMO's  and  HMO  planning  was  to  be  funneled  to  the  high 
priority  of  medically  underserved  populations.  Evidence  then  and  evidence 
now  indicates  that  it  is  indeed  questionable  whether  Lincoln,  Nebraska  and 
Lancaster  County  Nebraska  is  medically  underserved.     We  would  like  for  you 
to  consider  the  following: 

Medical  facilities,  medical  care  and  medical  planning  in  Lincoln  are 
excellent. 

Evolution  of  medical  care  in  Lincoln  is  steadily  progressive  and  respon- 
sive to  community  needs  indicated  by  the  fact  that  since  May  of  1975  eighteen 
new  physicians  have  started  practicing  medicine  in  Lincoln,  Nebraska. 

The  use  of  tax  money  to  support  ventures  into  competition  with  groups 
which  have  'been  exposed  to  the  risks  of  the  market  place  is  questionable. 
We  must  realize  that  government  money  can  not  do  all  things  for  all  people. 
The  cost  of  running  local,   state  and  federal  governments  has  increased  from 
$63.3  billion  in  1950  to  $579.5  billion  in  1975  -  an  increase  of  over  900%. 
Ironically,  with  the  200th  birthday  of  our  country  close  at  hand  it  is 
evident  that  government  has  overly  involved  itself  in  the  lives  of  its 
citizens. 

Proponents  of  an  HMO  organization  indicate  that  an  HMO  can  stabilize 
and/or  reduce  the  cost  of  health  care.     Between  fiscal  year  1950  and  1974  the 
cost  of  personal  health  care  went  from  $10.4  billion  to  $90.3  billion-of  this 
increase 

 about  46%  or  $36.8  billion  can  be  attributed  to  inflation. 

 another  15%  or  $12.3  billion  is  the  result  of  population  growth. 

 the  remaining  39%  or  $30.8  billion  is  due  to  the  publics  increased 

use  of  medical  services  and  to  a  wide  variety  of  lifesaving,  but  often 

costly  medical  techniques. 
How  an  HMO,  or  any  other  health  delivery  agency  for  that  matter,  would  be 
immune  from  these  cost  increases  is  difficult  to  understand. 

Therefore,   in  view  of  the  above  information,   the  Board  of  Trustees  of 
the  Lancaster  County  Medical  Society  would  like  to  respectfully  ask  that 
the  HMO  Planning  Grant  Project  Review  Task  Force  recommend  to  the  Board 
of  Directors  of  the  Southeast  Nebraska  Health  Planning  Council  and  the 
Southeast  Nebraska  Health  System  Agency  that  the  request  by  the  Community 
Health  Care  Association  for  a  $125,000.00  HMO  Planning  Grant  Application 
be  denied.     The  need  for  and  the  utilization  of  an  HMO  in  Lincoln,  Nebrask.i 
has  not  been  established  and  it  is  extremely  doubtful  that  such  can  be 
established  in  the  future. 


Thank  you  for  your  time  and  consideratior. 
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tire. 

LANCASTER  COUNTY  MEDICAL  SOCIETY  °; 

"O"  STREET 
LINCOLN,  NEBRASKA  68510 
te:.ephose  4:<  nci 

August  11,  1977 


Dear  Conununity  Health  Care,  Inc. 
HMO  Development  Grant 
Project  Review  Task  Force: 

The  Board  of  Trustees  of  the  Lancaster  County  Medical 
Society  would  like  to  respectfully  conunent  on  the  appli- 
cation of  Community  Health  Care,   Inc.    (CHCI)    for  a  one 
million  dollar  development  grant  from  the  federal 
government . 

The  position  of  the  Lancaster  County  Medical  Society  is 
a  matter  of  record.     We  continue  to  support  community 
efforts  directed  towards  unnecessary  and  costly  dupli- 
cation of  facilities  and  services  while  protecting  the 
freedom  of  choice  for  every  patient.     The  CHCI  propos^il 
would  defeat  these  obncctivcs. 

The  current  CHCI  proposal  contains  the  same   flaws  pre- 
viously identified  by  the  local  health  planning  agency. 
For  example,   the  proposal  contends  that  its  "two-tier  rate 
structure    (is)   comparable  to  premiums  paid   for  conventional 
employee  benefit  insurance  plans."     Even  if  we  acknowledoe 
t.his  debatable  point,   the  rate  structure  will  still  be 
underwritten  by  an  exi-cnsc  of  SI  million  m  a  federal 
grant  and  over  $2  million  in  loans.     It  seems  appropriate 
to  ask  where  the  savings  are  and  what  revenue  will  be 
available  when  the  loan  funds  are  exhausted?     Also,  what 
IS  the  proposed  source  of  the  loan  funds? 

On  June  23,   1976  the  Southeast  Nebraska  Health  Planning 
Council  Board  of  Directors  and  the  Southeast  Nebraska 
Health  Systems  Agency  Board  of  Directors  wisely  and 
appropriately  voted  to  not  approve  a  CHCA  YV.'J  Planning 
Grant  for  $125,000.00  f  ror;  the   federal  goverr.nen  t .     It  is 
i;;deed  unfortunate  tiiat  these  actions  are  rendered  moot 
by  a  federal  law   (?.L.   93-f4i:   which  allows  federal  officials 
to  overrule  decisions  cf   loc-il  anc  state  agencies,  Thi's 
law  IS  presently  beir.r  ch i  j  en-Tcd  le-ally  by  the  states 
of  Nebraska  and  N'orth  Carolina  and  the  AT.erican  Medical 
Association  in  Ralci-^h,   ::orti-.  Carolina.  *. 


Respectfully, 


R.  F.  Mueller,  M.  D.,  Presidcn*^ 
Lancaster  County  MoOrcal  Society 
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Rutgers  Community  Health  Plan 

57  U.  S.  Highway  #1 

New  Brunswick,  New  Jersey  08901 

Roger  W.  Birnbaum 

Executive  Director 


The  Rutgers  Community  Health  Plan  (RCHP)  is  an  independent, 
non-profit  organization  with  a  Board  of  Trustees  composed  of  represen- 
tatives from  area  industry,  organized  labor,  community  organizations, 
the  medical  community,  and  consumers  enrolled  in  the  Plan. 

RCHP  is  a  State  Certified  Health  Maintenance  Organization.  This 
means  that  the  Plan  was  subject  to  a  review  process  by,  and  continues  to 
be  monitored  by,  the  State  Departments  of  Health  and  Insurance.  Under 
the  provisions  of  N.J.  HMO  Law  (P.  L.  1973,  Chapter  337,  C.  26:2J-1), 
these  Departments  must  receive  assurances  regarding  the  availability  and 
accessibility  of  required  resources;  quality  assurance  programs;  accounting, 
reporting  and  auditing    systems;  financial  soundness;  protection  of  members 
in  the  event  of  cessation  of  operations;  enroUees'  participation  in  policy 
determination;  and  the  maintenance  of  a  complaint  procedure. 

RCHP  is  a  Federally  Qualified  Health  Maintenance  Organization. 
This  means  that  the  Plan  was  subject  to  an  extensive  series"  of  require- 
ments including  and  going  beyond  those  of  the  State  of  New  Jersey  noted 
above.    RCHP  initially  planned  its  program  under  Certificate  of  Need 
#00443-12-13,  awarded  November  15,  1972.    Certificate  of  Need  #01580-12-11 
was  awarded  August  15,  1975,  for  the  construction  of  the  initial  10,  000  square 
feet  of  the  proposed  35,  000  square  foot  ambulatory  facility. 

In  providing  capacity  for  its  ultimate  membership  objective  of 
35,  000  enrollees  over  a  three-year  period,  RCHP  developed  a  two-stage 
facility  plan  to  minimize  fixed  costs  during  early  months  of  relatively  low 
membership.    Construction  on  the  second  state  was  to  commence  when 
membership  reached  a  level  of  about  8,  000  and  become  available  at  a 
membership  level  of  about  14,  000.    This  facility  program  has  been  con- 
sistently outlined  in  all  Certificate  of  Need  Applications  and  Federal  HMO 
development  grant  applications  approved  to  date. 

The  experience  of  the  Rutgers  Community  Health  Plan  in  making  its 
way  through  the  various  stages  of  the  review  process  raises  a  number  of 
questions  relative  to  whether  the  process  as  currently  operating  serves  the 
intended  objectives  of  the  legislation. 
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In  the  interests  of  providing  feedback  that  might  be  useful  as  the 
health  planning  process  further  evolves,  the  step-by-step  process 
experienced  by  RCHP's  attempt  to  secure  Certificate  of  Need  approval 
is  briefly  summarized  below; 

1.  Somerset  County  Advisory  Committee  -  In  mid-November 
1976,  the  Somerset  CAC  met  to  review  the  RCHP  Certificate 
of  Need  Application,     The  applicant  was  not  notified  of  or 
in%'ited  to  attend  the  meeting.     The  Somerset  CAC  recom- 
mended deferral  of  the  Certificate  in  part  because  "Lt  Is 
premature,  the  need  for  expansion  has  not  been  demon- 
strated'' and,  "according  to  figures  supplied  enrollment 

has  not  met  projection."    Since  RCHP  had  in  fact  met  and  far 
exceeded  projection,  and  has  demonstrated  a  significant 
volume  of  potential  mem.bership  it  does  not  have  the  capacity 
to  serve,  the  County  Committee's  action  is  puzzling.  RCHP 
has  no  information  regarding  the  data  made  available  by 
HSA  staff,  the  composition  of  the  Committee  in  attendance  on 
the  day  of  the  meeting  or  what  the  nature  of  the  discussion 
and  vote  was;    specifically,  was  there  a  majority  of  consumers 
board  mem.bers  in  attendance,  were  providers  invited  and 
permitted  to  speak,  etc. 

2.  Middlesex  County  Advisory  Committee    -    On  November  30, 
1976,  the  Middlesex  CAC  reviewed  the  RCHP  Certificate  of 
Need  Application.    The  applicant  was  invited  to  appear  and 
did  attend.    Area  providers  were  all  sent  notices  by  the 
Chairperson  encouraging  them  to  appear  because  of  their 
vital  interests  involved.    They  attended  in  force.  Only 
eleven  Board  members  were  present,   a  substantial  majority 
of  them  providers,  raising  questions  regarding  whether 
requirements  of  both  quorum  and  consumer  representation 
were  satisfied.    The  ad  hoc  format  announced  by  the  chair- 
person pro^'-ided  for  the  applicant  to  present  its  case  in  ten 
minutes  with  "opponents"  ha%'ing  ten  minutes  to  respond. 
There  was  no  opportunity  for  the  applicant  to  rebut  the 
charges  made  by  its  opponents.    The  adversary  format, 
together  with  the  opportunity  given  to  provider  opponents 

to  make  various  uniformed,  unfounded,  and  ofter  irrespon- 
sible comments,   served  to  put  the  applicant  on  the  defensive 
with  its  credibility  under  question,  rather  than  to  elicit 
information  for  the  Committee's  consideration.    It  very  much 
appeared   to  be  a  forum  where  community  providers  were 
telling  Committee  providers  what  they  wanted  to  hear.  The 
Middlesex  CAC  recommended  denial  of  the  Certificate. 
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Regional  Review  Committee  of  the  Central  Jersey  Health 
Planning  Council  -  On  December  1,  the  evening  following 
the  Middlesex  CAC  meeting,  the  Regional  Review  Committee 
of  the  Central  Jersey  Health  Planning  Council  reviewed  the 
RCHP  Certificate  of  Need  Application.    The  applicant  and 
several  area  provider  interests  attended.    Once  again,  the 
applicant  and  opposing  interests  presented  their  arguments, 
but  with  more  of  an  opportunity  for  additional  discussion 
between  committee  members,  applicant  and  opponents. 
Consumer  members  were  considerably  more  evident  than 
at  the  prior  evening's  meeting.    The  Regional  Review 
Committee  recommended  endorsement  of  the  Certificate 
(the  vote  was  8-3  with  1  abstention  due  to  conflict  of  interest), 
citing  the  following  as  need  factors: 

Present  enrollment  and  projected  growth 
demonstrate  need  for  additional  square 
footage.    As  of  January  1,  1977,  the  en- 
rollment will  be  8,7C0  individuals;  by 
July  1977  the  projected  enrollment  will 
be  nearly  13,  000  and  by  July  1979,  the 
projection  is  for  35,  000  individuals. 

Central  Jersey  Health  Planning  Council  -  On  December  8, 
the  Central  Jersey  Health  Planning  Council  reviewed  the 
RCHP  Certificate  of  Need  Application.    The  meeting  attracted 
a  wide  audience  of  provider  interests  and  some  consumers. 
In  order  to  keep  the  discussion  within  a  reasonable  time 
frame,  the  Council  adopted  a  format  it  utilized  at  the  prior 
month's  hearing  of  a  controversial  abortion  clinic:  five 
minutes  for  the  applicant  to  present,  and  15  minutes  each 
for  "opponents"  and  "proponents",  with  alternating  2-2j 
minute  presentations  by  each  side.    "Opposing"  views 
were  presented  by  representatives  of  the  County  Medical 
Society,  the  Osteopathic  Association,  local  physicians, 
and  two  area  hospitals  which  are  not  currently  RCHP 
participating  hospitals.    Several  consumers  and  a  repre- 
sentative of  the  State  Health  Department,  as  well  as  the 
applicant,  spoke  as  "proponents".    There  are  a  number  of 
problems  with  this  format:    Once  again,  the  adversary 
nature  of  the  proceedings  is  counterproductive  to  the  need 
to  elicit  information.    In  fact,  the  requirement  for  speakers 
to  declare  themselves  as  either  "proponents"  or  "opponents" 
provides  no  appropriate  platform  for  objective,  factual 
materials  to  be  made  available  (e.g.  ,  by  the  State  Health 
Department).    The  applicant  is  provided  an  inadequate 


577 


amount  of  time  to  present  his  case  and  is  then  put  on 
the  continual  defensive  in  an  inappropriate  debating 
arena.    To  respond  to  inaccurate,  unfounded,  and  often 
Irrelevant  and  irresponsible  charges  made  by  "opponents" 
serves  to  legitimatize  such  charges;  on  the  other  hand, 
not  to  respond  to  them  is  to  leave  seeds  of  doubt  in  the 
minds  of  Council  members,  presenting  the  applicant 
with  significant  credibility  problems.    At  no  time  were 
issues  irrelevant  to  the  demonstration  of  need  ruled  out 
of  order.    Specific  criteria  to  be  used  as  guidelines  by 
HSAs  in  reviewing  HMO  Certificates,  although  presented 
by  the  HSA's  executive  director,  were  totally  ignored. 

The  objective  of  eliciting  information  would  be  far  better 
served  through  a  question  and  answer  format  where  the 
chairperson  gives  the  applicant  (and/or  Council  staff)  an 
opportunity  to  respond  to  responsible,  relevant  questions. 
Permitting  unsupportable  charges  presented  by  "opponents" 
inconflict  of  interest  with  the  applicant  to  stand  on  the  record 
represents  a  total  subversion  of  the  intent  of  the  certificate 
of  need  process. 

The  Council  failed  to  endorse  the  recommendation  of  its 
Regional  Review  Committee  and  recommended  deferral. 
The  vote  for  deferral  was  12-10  with  one  abstention  and  two 
members  not  voting  because  of  possible  conflict  of  interest. 
Other  area  providers  on  the  Council  did  not  see  fit  to  disqualify 
themselves  because  of  possible  conflict  of  interest.  Some 
consumer  members  of  the  Council,  concerned  with  the  outcome, 
specifically  asked  that  the  endorsement  of  the  Regional  Review 
Committee  be  included  as  a  minority  report. 

Mercer  County  Advisory  Committee  -  On  January  4,  1977, 
the  Mercer  CAC  reviewed  the  RCHP  Certificate  of  Need 
Application.    The  Committee  recommended  endorsement 
by  a  vote  of  6-4  (with  1  abstention),  specifying  a  number 
of  qualifications. 

State  Review  Committee  -  On  January  18,  1977,  the  State 
Review  Committee  unanimously  supported  RCHP's  Certificate 
of  Need  request. 

State  Health  Coordinating  Council  -  Late  in  January,  the  SHCC 
recommended  that  a  Certificate  of  Need  be  granted  to  RCHP  to 
expand  its  facilities. 
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Group  Health  Association,  Inc. 
2121  Pennsylvania  Avenue,  N.  W. 
Washington,  D.  C.  20037 
Louis  Segadelli 
Executive  Director 


Group  Health  Association,  Inc.(GHA)  is  a  federally-qualified  prepaid 
group  practice  HMO  which  provides  health  care  services  to  103,  500  enrollees 
in  the  Washington  metropolitan  area.    The  enroUee  population  is  distributed  as 
follows:    approximately  50,000  enrollees  live  in  the  District  of  Columbia; 
approximately  37,  000  reside  in  Maryland  equal  numbers  located  in  Prince 
Georges  and  Montgomery  Counties;    and  the  remainder,  16,  500  enrollees, 
live  in  northern  Virginia  (most  of  them  in  Fairfax  County).    Hospital  care  is 
provided  in  a  number  of  metropolitan  area  hospitals. 

In  recent  years,  GHA  has  had  two  major  problems  with  local  planning 
agencies.    The  first  problem  concerned  their  application  to  the  District  of 
Columbia  Planning  Agency  for  a  certificate  of  need  to  build  a  hospital  and 
primary  secondary  care  center  for  the  use  of  its  enrollees.    Because  the 
success  of  this  application  would  eliminate  GHA's  existing  D.  C.  ambulatory 
facility  and  because  of  the  growing  number  of  GHA  enrollees  living  in  Prince 
Georges  County,  GHA  also  submitted  a  proposal  to  establish  an  ambulatory 
medical  facility  in  the  county.    This  latter  proposal  will  be  discussed  here. 

Proposal  to  establish  an  ambulatory  medical  facility 

In  January,  1977,  GHAA  submitted  an  application  to  the  Southern 
Maryland  Health  Systems  Agency  (SMHSA)  in  order  to  obtain  a 
Section  1122  certification  review.    The  application  proposed  the 
development  of  a  satellite  clinic  in  Prince  Georges  County  because 
GHA  had  determined  that  improved  access  to  a  GHA  facility  was 
necessary  for  GHA  enrollees  living  in  the  county. 

On  February  2,  1977,  a  staff  officer  submitted  a  report  to  the 
SMHSA  Project  Review  Committee  recommending  approval  of  a 
one  year  Section  1122  certification.    This  report  made.,  among 
others,  the  following  observations: 

The  particular  clientell  served  by  the  proposed  center  is 
not  served  by  nearby  facilities  but  must  travel  into  the  District 
of  Columbia  or  Hyattsville  for  services.    If  the  GHA  plans  for 
closing  their  D.  C.  facility  entirely  and  moving  tertiary  functions 
into  a  hospital  is  realized,  subscribers  will  have  no  ready  access 
to  medical  services. 

The  Southern  Maryland  HSA  is  believed  to  be  a  physician- 
deficient  area  leading  to  gaps  in  the  medical  services  delivery 
system.     GHA  makes  use  of  physician    (pick  up  on  page  2) 
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extenders  ...  to  reduce  costs  and  expand  service  offerings.^ 
In  this  regard  it  functions  as  a  nnodel  for  providing  ambulatory 
care.    By  nature  of  its  organization,  it  provides  competition  to 
other  providers  of  health  services  in  Southern  Maryland  but 
because  of  the  shortages  of  providers  the  impact  of  this  organi- 
zation on  the  other  providers  would  be  negligible. 

At  the  February  9th  meeting  of  the  SMHSA,  the  Project  Review 
Committee  advanced  the  approval  recommendation  to  the  full  board.  There 
was  considerable  public  conriment  in  opposition  to  the  proposed  project,  all 
such  opposition  coming  from  providers  located  in  Prince  Georges  County. 

The  negative  comments  included  the  following:    the  president  of  the 
Southern  Maryland  Hospital  Center  did  not  understand  the  "sudden  desire" 
for  adding  health  services  in  predominately  rural  area,  citing  an  inadequate 
population  based  for  additional  medical  services;    it  was  stated  that  the 
GHA  facility  would  be  a  "dramatic  encroachment"  into  the  market  of  the 
Southern  Maryland  Hospital  Center  Ambulatory  Facility;    and  it  was  stated 
that  there  were  80  physicians  in  the  County  who  would  rather  establish  their 
own  IPA-type  HMO  "and  offer  choice  of  physicians  and  continue  the  free- 
enterprise  system."   After  lengthy  discussion,  the  board  voted  to  resubmit 
the  application  to  the  Committee. 

The  Project  Review  Committee  scheduled  a  special  meeting  on 
February  23,  1977.    This  meeting  was  attended,  by,  in  addition  to  the 
Committee  members,  approximately  100  persons.    However,  the  minutes 
of  the  meeting  note  that  the  providers  who  voiced  opposition  at  the  SMHSA 
meeting  on  February  9th  were  "noticeably  absent".    The  Committee,  after 
hearing  several  speakers  testifying  in  favor  of  the  project,  voted  7-2  to 
recommend  approval  of  the  GHA  application. 

The  governing  body  of  the  SMHSA  met  again  on  March  9,  1977.  The 
Project  Review  Committee  moved  the  approval  of  a  one  year  federal  Section 
certification.    After  discussion,  the  motion  was  amended  to  read-  "the 
recommendation  that  Group  Health  Association  be  issued  a  one  year  Federal 
Section  1122  Certificate  and  that  a  detailed  list  of  services  proposed  to  be 
offered  at  the  site  be  appended."    So  amended,  the  motion  was  carried  by  a 
narrow  margin  with  13  members  affirming,  10  opposing,  and  2  members 
abstaining. 
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Health  Care  Plan,  Inc. 
664  Ellicott  Square  Building 
Buffalo,  New  York  14203 
Arthur  Goshin,  M.  D. 
Project  Director 


The  Western  New  York  area  is  fortunate  in  having  &  health 
systems  agency  which  is  well-organized  and  progressive  in  its  concern 
for  the  efficiency  and  effectiveness  of  the  health  delivery  system  as  well 
as  for  innovative  program  development.    The  agency  has  had  little 
previous  experience  with  HMO-type  organizations,  inasmuch  as  the 
Health  Care  Plan  and  the  "Western  New  York  Health  Planning  Corporation, 
both  developing  HMO's,  are  the  first  in  the  region.    Because  the  HSA 
staff  and  members  had  a  minimal  exposure  to  HMO  issues,  the  agency 
sponsored  a  one-day  educational  session  in  which  federal  and  state  officials 
as  well  as  HMO  executives  from  other  parts  of  the  State  were  invited  to 
discuss  relevant  matters.    Such  sessions  are  valuable  and  should  be 
encouraged. 

The  Health  Care  Plan  has  observed  certain  difficulties  v/ith  the 
planning  and  review  process,  however.    In  a  recent  series  of  events 
concerning  the  HSA  review  and  comment  on  the  initial  development 
applications  of  the  two  developing  HMO's,  important  deficiencies  in  the 
structure  and  process  of  such  reviews  were  encountered. 

The  Health  Care  Plan  and  the  Western  New  York  Health  Planning 
Corporation  applied  for  federal  initial  development  funds  at  the  same 
time  and  will  serve  partially  overlapping  geographical  areas.     By  the 
usual  federal  planning  parameters,  the  total  area  (Erie  County  and  parts 
of  Niagara  County)  is  capable  of  supporting  more  than  one  HMO.    At  one 
time  in  their  respective  development,  the  two  organizations  considered  the 
potential  for  merger  but  through  a  course  of  discussions  concluded  that  an 
organizational  merger  was  not  feasible.    The  HSA  reviewed  two  independent 
applications. 

The  staff  of  the  HSA  is  open  to  admit  that,  given  time  constraints 
and  staff  expertise,  the  only  feasible  review  of  such  applications  is  a  very 
superficial  one.     Both  applications  are  approximately  1,  400  pages  in  length 
and  contain  financial  and  statistical  data  which  could  not  be  adequately 
reviewed  in  detail.    Moreover,  it  was  not  possible  for  the  staff  to  discern 
the  subtle,  underlying  differences  and  objectives.    Although  the  HSA  staff 
was  involved  in  the  previous  merger  discussions,  the  impracticality  of  such 
a  move  was  not  fully  appreciated.    At  the  same  time,  the  HSA's  and  state 
regulatory  offices  are  operating  under  a  criteria  of  reducing  or  avoiding 
non-duplication  of  service.    Hence,  the  two  applications  vdiich  proposed  to 
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impact  on  the  same  geographical  area  were  interpreted  as  duplication 
of  service.    Although  previous  HSA  reviews  have  demonstrated  a  lack 
of  primary  care  resources  and  even  though  no  other  HMO  organizations 
currently  exist  or  are  under  development  in  the  area,  the  criteria 
usually  applied  to  hospitals  and  nursing  hom^s  were  applied  to  HMO 

I     development.     The  recommendation  which  the  HSA  staff  initially  made 
was  that  the  two  organizations  merge  and  that  the  one  organization  be 

j  funded. 

The  process  of  subarea  and  executive  committee  review  yielded  a 
j     different  interpretation  in  which  the  objective  of  maximizing  financial 

resources  to  the  area  became  more  important.    The  executive  committee 
recommended  that  both  independent  organizations  be  funded. 

At  the  conclusion  of  the  DHEW  review,  the  regional  office  notified 
both  organizations  that  it  intended  to  fund  only  one  organization.  This 
action  on  the  part  of  DHEW  was  apparently  taken  without  notifying  or 
consulting  the  HSA.    The  HSA  executive  committee  met  again  and  agreed 
to  maintain  it's  initial  recommendation  for  the  funding  of  both  organizations. 

The  process  which  Health  Care  Plan  has  undergone  demonstrates 
clearly  that  many  HSA's  do  not  have  appropriate  staff  expertise  to  deal 
with  the  unique  issues  of  HMO  development.    The  criteria  outlined  in  the 
federal  regulations  are  too  general  and  can,  in  some  cases,  be  misleading. 
There  is  a  definite  need  for  more  specific  criteria  and  for  criteria  which 
are  relevant  to  the  major  issues  being  addressed  by  HMO  development. 
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Valley  Health  Plan 
P.  O.  Box  227 
441  West  Street 

Amherst,  Massachusetts  01002 
F.  Q.  Rice 
Executive  Director 


Valley  Health  Plan  (VHP)  is  a  HMO  program  grantee.    In  January 
1976,  VHP  submitted  its  application  for  an  initial  development  grant  to  the 
Western  Massachusetts  Health  Planning  Council  (WMHPC)  for  review.  An 
adversary  relationship  quickly  developed  between  VHP  and  WMHPC.  From 
this  experience  VHP's  Executive  Director  drew  the  following  conclusions: 

"1.      Neither  the  staff  nor  the  sub-area  advisory  council  under- 
stood anything  in  any  depth  about  HMOs.    What  they  thought 
they  knew  was  erroneous  or  severely  biased  for  the  most 
part. 

2.  Many  of  the  consumer  members  of  the  council,  reflecting 
the  motivations  that  led  them  to  volunteer  in  the  first  place, 
had  strong  social  action  agenda  of  their  own.    They  could 
not  accept  any  intrinsic  value  in  an  organization  that  valued 
fiscal  solvency  or  saw  its  role  as  different  from  serving  the 
poor  as  its  top  priority. 

3.  Allied  to  this  was  the  lack  of  pragmatism  on  the  part  of  much 
of  the  council.    Few  were  willing  to  acknowledge  the  necessity 
of  the  politics  of  compromise  in  the  difficult  task  of  HMO- 
building.    I  simply  couldn't  get  through  why  the  physician 
groups  interested  in  joining  VHP  did  not  feel  they  could 
donate  their  time,  or  why  they  would  not  leap  from  virtually 
no  formal  quality  assurance  program  to  external  view. 

4.  Finally,  I  am  airaid  that  the  HSAs  continue  to  be  greatly 
influenced  by  the  health  care  establishment,  who  fear  the 
change  HMOs  threaten.    This  is  both  by  their  direct 
representation  on  the  councils,  but  also  by  their  studied 
courting  of  staff  members.    Underpaid,  young  planners 

can  all  too  easily  be  turned  just  enough  in  their  perspectives 
to  distrust  things  that  they  don't  really  understand,  such  as 
HMOs.    This  happened  in  our  situation." 
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other  Plans  Blocked  by  HSAs 

The  following  organizations  encountered  serious  planning 
difficulties  with  the  local  HSA  during  the  grant  funding  process 
and  have  not  become  operational: 


1.   North  Central  Connecticut  HMO 
275  Broad  Street 
Windsor,  Connecticut  06095 


2.  The  Gulf  Coast  Family  Health 
Foundation,  Inc. 
912  Convent  Avenue 
Pascogoula,  Mississippi  39567 


3.  Southwest  Medical  Plan 
Suite  1 1 1 1 

7430  Louis  Pasteur  Drive 
San  Antonio,  Texas  78229 


4.  Southeastern  Montana  Health  Plan 
2101  Clark  Street 
Miles  City,  Montana  59301 


Documentation  of  the  problems  encountered  by  these  organiza- 
tions is  on  file  with  HEW's  Division  of  HMO  Development,  5600  Fishers 
Lane,  Rockville,  Maryland. 


26-219  O  -  78  -  pt.  1  -  38 
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Mr.  Rogers.  Thank  you  very  much,  Mr.  Seidman,  for  a  direct 
statement  and  specific  suggestions.  You  have  made  some  very  good 
points.  Dr.  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

I  want  to  compliment  you  on  your  presentation.  I  think  it  is  one 
of  the  best  I  have  heard. 

Mr.  Seidman.  Thank  you  very  much. 

Mr.  Carter.  One  thing  you  have  said  which  is  quite  meaningful 
and  which  many  have  left  out  is  that  cost  effectiveness  should  be 
considered  along  with  cost  containment.  There  are  many  devices 
which  may  save  in  the  long  run.  I  point  specifically  to  the  corpuscle- 
counting  machine  for  blood  counts. 

A  capital  expenditure  may  save  money  and  time.  We  must  take 
this  into  account.  I  want  to  compliment  you  for  bringing  that  out. 

Furthermore  I  would  think  that,  if  we  had  to  discontinue  hospitals 
or  decertify  hospitals,  then  those  who  lose  employment  should  be 
taken  care  of.  I  agree  with  that  concept.  I  think  your  statement  is 
very  meaningful.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Thank  you,  Mr.  Seidman.  We  appreciate  your  presence 
as  well  as  that  of  Mr.  Shoemaker  and  Mr.  McLaughlin. 

Mr.  Seidman.  Thank  you. 

Mr.  Rogers.  The  next  witnesses  will  be  a  panel  of  osteopathic 
representatives,  Dr.  Philip  Adler,  president  of  the  American  Oste- 
opathic Association,  director  of  the  AOA  Washington  office,  and 
Mr.  Gerson  Cooper,  administrator,  Zieger  Osteopathic  Hospital.  We 
welcome  you  gentlemen  to  the  committee.  Your  statements  will  be 
made  part  of  the  record  in  full  [see  p.  588].  If  you  could  highlight 
your  statements  for  us  it  will  be  helpful  to  the  committee.  You  may 
proceed. 

STATEMENTS  OF  GERSON  I.  COOPEE,  CHAIRMAN,  GOVERNMENT 
RELATIONS  COMMITTEE,  AMERICAN  OSTEOPATHIC  HOSPITAL 
ASSOCIATION,  ACCOMPANIED  BY  MICHAEL  F.  DOODY,  PRESDENT; 
AND  PHILIP  ADLER,  D.O.,  PRESIDENT,  AMERICAN  OSTEOPATHIC 
ASSOCIATION,  ACCOMPANIED  BY  JOHN  P.  PERIN,  DIRECTOR, 
WASHINGTON  OFFICE  OF  AOA 

Mr.  Cooper.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  members 
of  the  subcommittee,  I  am  Gerson  I.  Cooper,  chairman-elect  of  the 
board  of  trustees  of  the  American  Osteopathic  Hospital  Association 
and  vice-president  for  administration  of  Zieger  Osteopathic  Hospital 
in  Detroit  and  Botsford  General  Hospital — Osteopathic — in  Farm- 
ington  Hills,  Mich.  With  me  today  is  Michael  F.  Doody,  president  of 
the  association. 

The  American  Osteopathic  Hospital  Association  maintains  its 
headquarters  in  Park  Ridge,  111.,  with  an  office  in  Washington,  D.C., 
and  represents  the  Nation's  200  osteopathic  hospitals.  These  institu- 
tions serve  as  the  primary  institutional  care  facilities  for  those 
patients  who  choose  to  receive  their  health  care  from  one  of  the 
approximately  15,000  practicing  osteopathic  physicians  in  this 
country. 
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Osteopathic  hospitals  support  sound  health  planning  by  providers, 
consumers,  and  public  agencies  that  will  provide  for  community 
health  needs  in  a  responsible  and  effective  manner. 

The  profession  and  its  hospitals  are  not  asking  to  be  exempt  from 
the  planning  law  nor  are  we  suggesting  a  change  in  the  law  to 
preclude  the  necessity  of  applying  for  a  certificate  of  need.  Our 
primary  concern  relates  to  section  1532(c)  of  Public  Law  93-641, 
which  sets  forth  minimum  criteria  the  States  must  adopt  in  their 
certificate-of-need  programs. 

These  criteria  do  not  include  language  to  assure  that  patients  will 
be  guaranteed  their  right  to  select  the  provider  of  their  choice.  This 
can  be  accomplished  by  an  amendment  to  section  1532(c)  which 
would  include  language  mandating  equal  consideration  of  the  need 
and  availability  of  osteopathic  and  nonosteopathic  facilities  and 
services  within  a  community. 

I  would  like  to  emphasize  that  we  do  not  wish  to  be  exempted 
from  the  certificate-of-need  provisions  but  we  are  strongly  urging  a 
change  which  will  provide  for  consideration  of  the  need  for  and 
availability  of  osteopathic  services  and  facilities  in  the  community 
for  those  individuals  who  seek  them. 

The  American  Osteopathic  Hospital  Association  is  vitally  con- 
cerned with  the  distinct  identification  of  osteopathic  facilities  and 
services.  It  is  our  position  that  in  any  cataloging  of  health  services 
and  in  any  assessment  of  their  appropriateness,  osteopathic  services 
and  facilities  must  be  identified  as  such  and  not  casually  lumped 
together  with  others. 

Osteopathic  hospitals  are  fully  licensed,  accredited  and  approved 
medical  care  institutions  that  provide  a  full  range  of  medical  services 
to  their  communities.  The  care  of  patients  in  osteopathic  hospitals  is 
a  logical  extension  of  the  care  available  in  the  offices  of  the 
osteopathic  physician. 

These  hospitals  are  staffed  with  osteopathic  generalists  and  spe- 
cialists who  utilize  structural  diagnosis  and  manipulative  therapy 
along  with  all  of  the  other  traditional  modalities  of  diagnosis  and 
treatment  to  care  effectively  for  their  patients. 

Osteopathic  medicine  practiced  in  osteopathic  hospitals  offers  some- 
thing more,  not  something  else. 

Mr.  Chairman,  there  is  little  doubt  that  osteopathic  physicians  and 
hospitals  have  encountered  discriminatory  practices  in  their  efforts 
to  provide  needed  health  services  to  the  communities  they  serve.  Our 
written  testimony  documents  many  specific  examples  of  same.  I  will 
cite  briefly  from  personal  experience : 

Zieger  Osteopathic  Hospital  is  a  160-bed  inner-city  institution 
serving  largely  an  indigent  and  aging  population.  Thirty-five  years 
old  and  jerry-built,  it  is  plagued  with  a  multitude  of  physical  plant 
deficiencies  that  can  be  corrected  only  through  a  replacement  project. 
To  complicate  matters,  southeastern  Michigan,  especially  the  city  of 
Detroit,  is  an  overbedded  area.  We  started  merger  explorations  in 
1968. 

More  recently,  and  for  the  past  2  years  we  have  been  engaged  in 
formal  and  intensive  negotiations  which  seem  now  to  be  bearing 
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fruit.  On  just  this  last  November  3  articles  of  combination  were 
signed  by  ourselves  and  two  other  inner-city  osteopathic  hospitals, 
which  collectively  comprise  approximately  700  beds. 

It  is  the  intent  to  merge  these  facilities  and  to  plan  a  replacement 
project.  It  will  probably  provide  about  300  to  325  beds  in  an 
integrated,  sophisticated,  multidiscipline  system.  The  certificate-of- 
need  request  just  for  the  merger  was  filed  shortly  after  the  normal 
signing. 

Normally  the  application  of  certificate -of -need  to  merge  would  be 
what  is  termed  a  nonsubstantive  review  and  has  in  the  past  met  with 
virtually  a  rubber  stamp,  because,  I  think,  it  is  universally  recognized 
that  the  route  of  merger  is  perhaps  one  of  the  most  cost-effective  and 
quick  ways  of  effectuating  reductions  in  unnecessary  beds. 

The  Comprehensive  Health  Planning  Council  of  Southeastern 
Michigan,  our  local  HSA,  no  more  than  8  weeks  prior  to  considering 
our  certificate  of  need  request,  ruled  in  a  similar  project  involving 
three  medical  hospitals  on  the  east  side  of  Detroit,  on  a  nonsubstantive 
basis  and  in  a  time  frame  of  about  4  weeks.  The  director  of  the  HSA 
ruled  in  our  case  that  a  substantive  review  was  indicated,  thereby 
adding,  in  a  critical  period  in  our  development,  approximately  2^2 
months'  delay. 

The  Michigan  Osteopathic  Hospital  Association  took  issue  with 
this  decision  in  a  letter  which  is  contained  in  our  written  testimony. 
I  would  like  to  quote  very  briefly  from  it : 

It  is  inconceivable  that  this  kind  of  support 

and  it  refers  to  the  community  support,  which  was  very  broadbased — 

and  considering  the  fact  that  this  certificate-of-need  request  is  solely  for  the 
purpose  of  merging  and  seeks  no  expenditure  of  capital  funds  or  change  in  beds 
or  service  programs,  that  the  Comprehensive  of  Health  Planning  Council  of 
Southeastern  Michigan  could  determine  that  the  review  should  be  anything 
other  than  on  a  nonsubstantive  basis. 

It  in  simply  bewildering  that,  with  general  agreement  that  mergers  hold  out 
the  best  promise  of  a  solution  to  overbedding,  duplication  of  services  and  most 
containment  in  general  and  with  both  State  and  Federal  legislation  now  pend- 
ing which  would  encourage  mergers,  that  CHPC-SEM  would  do  anything  to 
hamper,  discourage  or  delay  these  efforts  in  its  planning  area. 

The  postscript  is  that  on  this  past  Wednesday  morning  the  plan- 
ning and  implementation  committee  of  the  local  HSA  met  and  en- 
dorsed the  project  by  unanimous  vote.  We  have  every  reason  to 
believe  that,  at  its  executive  committee  meeting  on  February  9,  the 
HSA  itself  will  endorse  it.  We  have  received  strong  indication  from 
the  State  agency,  that  they,  too,  will  approve  the  project. 

The  problem  that  was  encountered  was  that,  after  many  years  of 
negotiations,  it  was  necessary  for  us  to  be  al3le  to  show  our  con- 
stituency, the  hospital  boards,  the  medical  staffs  in  three  hospitals 
and  employees,  that  there  is  positive,  resolute  action  taken. 

A  residual  disappointment  is  that,  in  reply  to  the  letter  that  was 
directed  to  Mr.  Carroll,  who  is  executive  director  of  the  local  plan- 
ning agency,  an  answer  was  written  by  Mr.  Carroll.  I  have  also 
enclosed  a  copy  of  that  letter.  Our  concern  relates  to  the  last 
paragraph : 

Finally,  I  feel  I  must  comment  on  the  nomenclature  used  in  your  letter.  As  I 
have  frequently  publicly  stated,  I  can  find  no  basis  in  either  Federal  or  State 
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statutes  for  distinguishing  hospitals  as  either  "allopathic"  or  "osteopathic." 
Some  hospitals  are  staffed  predominately  by  physicians  with  degrees  and 
licensure  as  Doctors  of  Medicine ;  others  are  staffed  predominately  by  physi- 
cians who  have  degrees  and  licensures  as  Doctors  of  Osteopathy.  The  physician 
staffing  pattern  does  not,  and  should  not,  characterize  a  hospital  as  being  either 
"allopathic"  or  "osteopathic."  It  is  the  position  of  this  organization,  and  one 
which  I  have  personally  advocated  for  many  years,  that  medical  staff  privi- 
leges should  not  be  based  on  race,  religion,  creed,  national  origin,  type  of  medi- 
cal licensure,  or  any  other  factor  extraneous  to  the  ability  of  physicians  to 
provide  appropriate  services  to  patients. 

That  is  a  very,  very  disturbing  admission  on  the  part  of  the 
director  of  a  local  planning  agency. 

In  conclusion  let  me  restate  that  we  strongly  support  sound  health 
planning.  Here  we  are  seeking  only  equitable  consideration.  We  firmly 
believe  that  osteopathic  hospitals  fulfill  a  vital  role  in  the  delivery 
of  health  care  and,  if  allowed  to  function  and  plan  on  an  equal  basis 
with  all  other  hospitals,  the  ultimate  beneficiary  will  be  the  com- 
munities we  serve. 

We  strongly  urge  the  subcommittee  to  favorably  consider  the 
language  proposed  in  our  written  testimony.  We  thank  you  for  the 
opportunity  to  testify  on  this  matter.  Mr.  Doody  and  I  will  be 
pleased  to  answer  any  questions  that  you  and  members  of  the  sub- 
committee might  have.  Thank  you. 

[Testimony  resumes  on  p.  628.] 

[Mr.  Cooper's  prepared  statement  and  attachments  follow:] 
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AMERrCAN  OSTEOPATHIC 
HOSPITAL  ASSOCIATION 

930  Busse  Highway /Park  Ridge,  Illinois  60068 
Telephone  312/692-2351 


AMERICAN  OSTEOPATHIC  HOSPITAL  ASSOCIATION 
Statement  Presented  to  the  House  Interstate  and  Foreign  Commerce  Committee 
Subcommittee  on  Health  and  the  Environment 
Views  on  Amending  P.L.  93-541 
February  1,  1978 


This  statement  is  presented  by  Gerson  I.  Cooper,  Chairman-Elect  of  the  Board  of 
Trustees  and  Cnairman  of  the  Government  Relations  Committee,  and  Michael  F.  Doody, 
President,  of  the  American  Osteopathic  Hospital  Association,  930  Busse  Highway, 
-  Park  Ridge,  Illinois  60068. 


The  AOHA  maintains  its  Headquarters  in  Illinois,  with  an  office  in  Washington,  D.C., 
and  represents  the  200  osteopathic  hospitals  which  are  located  in  28  states.  These 
institutions  serve  as  the  primary  institutional  care  facilities  for  those  patients 
(individual  consumers)  who  choose  to  receive  their  health  care  from  one  of  the  approxi- 
mately 15,000  practicing  osteopathic  physicians  in  the  country. 

INTRODUCTION 


The  primary  goal  of  sound  health  planning  is  to  assure  that  high  quality  services  are 
available,  accessible  and  viable  to  the  patient  population.    Public  Law  93-6U1,  the 
National  Health  Planning  and  Resources  Development  Act,  requires  each  state  to  estab- 
lish a  certificate  of  need  program  which  would  set  forth  criteria  for  use  by  a  state 
agency  in  evaluating  all  new  institutional  health  services  proposed  to  be  developed 
or  offered  within  the  state. 
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Osteopathic  hospitals  strongly  support  the  basic  concepts  of  sound  community  plan- 
ning by  providers  of  health  care,  consumers  and  public  agencies  that  v;ill  provide 
for  community  health  needs  in  a  responsible  and  effective  manner.    Section  1532  (c) 
of  P.L.  93-641  sets  forth  minimum  criteria  the  states  must  adopt  in  their  certifi- 
cate of  need  programs.    These  criteria  do  not,  however,  include  language  to  assure 
that  individual  consumers /patients  will  be  guaranteed  their  right  to  select  the 
provider  of  their  choice .    We  are  not  suggesting  a  change  in  the  law  with  regard  to 
the  necessity  of  applying  for  and  receiving  a  certificate  of  need.    This  can  be 
accomplished  by  an  amendment  to  Section  1532  (c)  which  would  include  language  man- 
dating consideration  of  the  availability  of  both  osteopathic  and  allopathic  facili- 
ties and  services  within  a  community. 

Tne  AOHA  is  very  concerned  with  the  distinct  identification  of  osteopathic  facili- 
ties and  services.    It  is  important  that  any  inventory  of  institutional  health  ser- 
vices, and  in  any  comment  on  the  appropriateness  of  health  services,  that  osteopath- 
ic health  services  be  identified  as  being  osteopathic  and  not  casually  included  in  a 
single  number  or  description  of  similar  health  services.    It  is  important  that  any 
cataloguing  of  institutional  health  services  recognize  the  fact  that  there  are  cer- 
tain diagnostic  and  therapeutic  health  services  unique  to  the  osteopathic  hospital. 

What  is  an  Osteopathic  Hospital? 

Osteopathic  hospitals  are  fully  licensed,  accredited  and  approved  medical  institutions 
that  provide  a  full  range  of  medical  services  to  their  communities.    They  comprise  an 
important  and  significant  segment  of  the  total  liealth  care  industry. 

Today  the  200  osteopathic  hospitals  located  in  28  states  provide  more  than  23,000  beds 
for  treatment  of  the  sick  and  injured. 
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An  estimated  825,000  patients  are  admitted  to  osteopathic  hospitals  each  year,  re- 
sulting in  some  6.3  million  patient  days  of  care.    In  addition,  the  outpatient  de- 
partments of  osteopathic  hospitals  accept  some  3.1  million  patients  each  year  for 
emergency  and  other  ambulatory  care. 

The  care  of  patients  in  osteopathic  hospitals  is  an  extension  of  the  care  available 
in  the  offices  of  the  osteopathic  physician  (D.O.).    An  osteopathic  hospital  is  staffed 
by  a  team  of  osteopathic  physicians.    There  are  many  forms  of  discomfort  and  disease 
which  are  dealt  with  daily  in  all  hospitals,  in  which  osteopathic  concepts  introduce 
a  distinction  between  allopathic  and  osteopathic  approaches. 

The  osteopathic  physician  has  an  additional  dimension  to  his  training  and  practice 
which  is  not  taught  in  medical  schools  giving  M.D.  degrees.    The  D.O.  recognizes  that 
the  musculoskeletal  system  (the  muscles,  bones,  and  joints)  irake  up  over  60  percent  of 
the  total  body  mass.    He  also  recognizes  that  all  body  systems,  including  the  muscu- 
loskeletal system,  are  interdependent,  and  a  disturbance  in  one  causes  altered  function 
in  other  systems  of  the  body. 

This  interrelationship  of  body  systems  is  effected  through  the  nervous  and  circulatory 
systems.    The  emphasis  on  the  relationship  between  body  structure  and  organic  function- 
ing gives  a  broader  base  for  the  treatment  of  the  patient  as  a  unit. 

These  concepts  require  a  thorough  understanding  of  anatomy  and  the  development  of  spec- 
ial skills  in  recognizing  (diagnosing)  and  correcting  (treating)  structural  problems 
through  manipulative  therapy.    The  D.O.  uses  structural  diagnosis  and  manipulative 
therapy  along  with  all  of  the  other  more  traditional  forms  of  diagnosis  and  treatment 
to  care  effectively  for  patients  and  to  relieve  their  distress. 

Osteopathic  medicine  offers  something  more — not  something  else. 
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Osteopathic  medicine  is  a  second  school  of  medicine  in  which  the  vast  majority  of  the 
practicing  osteopathic  physicians  are  general  practitioners,  many  of  whom  serve  in 
rural  or  semi-rural  areas.    According  to  recent  data,  more  than  65%  of  all  the  D.O.'s 
in  the  nation  are  general  practitioners.    Similar  statistics  show  that  only  15-20%  of 
the  M.D. 's  in  the  U.S.  are  engaged  in  general  practice.    A  more  significant  figure, 
however,  is  that  of  the  total  general  practitioners  in  the  U.S.,  more  than  17%  are 
D.O.'s.    This  is  in  a  profession  which  currently  comprises  only  slightly  more  than 
4%  of  all  the  practicing  physicians  nationwide. 

The  federal  government,  state  governments,  and  private  and  public  health  agencies  have 
recognized  osteopathic  medicine  as  a  separate  but  equal  branch  of  American  health 
care.    As  a  result,  osteopathic  physicians  have  the  same  rights  and  same  professional 
obligations  as  allox)athic  (M.D.)  physicians. 

The  American  Osteopathic  Hospital  Association  maintains  that  the  osteopathic  prpfession 
and  its  continuing  emphasis  on  general  practice  rather  than  medical  specialization  best 
serves  the  health  care  needs  of  the  American  public. 

The  Postdoctoral  Education  of  Osteopathic  Physicians 

The  postdoctoral  education  of  these  professional  physicians  is  dependent  upon  the  con- 
tinued viability  of  osteopathic  hospitals — more  than  35%  of  which  are  involved  in  the 
post-graduate  education  of  osteopathic  physicians. 

The  accrediting  agency  for  all  osteopathic  education  is  the  American  Osteopathic 
Association  (AOA) .    The  AOA  has  been  so  designated  by  the  National  Commission  on 
Accreditation  of  the  Office  of  Education,  Department  of  Health,  Education  and  Welfare. 
In  both  federal  and  state  legislation,  as  well  as  in  the  Medicare  and  Medicaid  stat- 
utes, the  AOA  is  repeatedly  recognized  as  the  accrediting  body  for  all  osteopathic 
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education,  and  the  osteopathic  profession  is  recognized  as  a  second  school  of  medi- 
cine, separate  and  distinct  from  the  allopathic  school. 

The  AOA  can  only  approve  internship  programs  in  those  AOA  accredited  hospitals  offer- 
ing distinct  osteopathic  training  based  on  the  unique  osteopathic  philosophy.  These 
institutions  are  subject  to  stringent  inspection  by  the  AOA  and  must  meet  their  re- 
quirements to  maintain  accredited  training  programs.    This  training  results  in  the 
production  of  a  physician  who  can  treat  families,  rather  than  a  physician  who  re- 
stricts his  practice  to  one  specialty. 

Millions  of  Americans  have  freely  chosen  to  seek  their  care  from  osteopathic  physicians 
and  hospitals.    The  shortage  of  family  practitioners  in  this  country  has  caused  the 
establishment  of  new  colleges  of  osteopathic  medicine,  which  are  supported  by  the  com- 
munity in  which  they  are  located  and  in  many  cases  by  state  and  local  funds. 

Today  there  are  11  colleges  of  osteopathic  medicine,  8  of  which  will  be  graduating 
students  in  1978.    The  remaining  three  colleges  will  be  graduating  their  first  classes 
next  year  and  in  1980.    The  number  of  projected  graduates  for  the  colleges  over  the 
next  four  years  will  increase  from  953  in  1978  to  more  than  1200  in  1981. 

Today,  nearly  80  osteopathic  hospitals  (40%  of  the  total  number)  are  approved  by 
the  AOA  for  intern  training.    These  hospitals  currently  have  only  865  approved  intern 
training  positions.    Taking  into  consideration  that  a  number  of  graduates  will  enter 
federal  service,  there  will  be  sufficient  positions  in  osteopathic  hospitals  for  gradu- 
ates in  1978.    However,  in  the  coming  years,  the  increasing  number  of  graduates  will 
place  a  critical  burden  on  our  institutions  unless  provision  can  be  made  to  expand  the 
teaching  programs  in  qualified  hospitals.    As  Secretary  of  Health,  Education  and  Welfare 
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Joseph  Califano  stated  in  the  preamble  to  the  newly  proposed  National.  Guidelines  for 
Health  Planning  on  January  20: 

"Revisions  made  in  the  Standards  should  be  helpful  to  those  who  are  de- 
veloping programs  to  prepare  additional  physicians  and  nurses  for  pri- 
nery  care.    The  importance  of  these  programs  and  their  extension  are 
strongly  supported . " 

Recent  statistics  compiled  by  our  Association  show  that  nearly  half  of  the  200  osteo- 
pathic hospitals  across  the  country  are  located  in  commxmities  with  populations  of 
50,000  or  less.    >fore  than  30%  of  all  osteopathic  hospitals  are  located  in  communities 
of  20,000  or  less.    These  figures  indicate  that  our  hospitals  provide  care  to  many 
smaller  communities  and  further  points  to  the  necessity  of  the  continuing  viability 
of  these  institutions. 

It  is  not  difficult  to  see  the  very  important  relationship  between  the  concept  of 
certificate  of  need  and  the  ability  of  the  osteopathic  profession  to  continue  to 
educate  physicians  who  will  engage  in  general"  practice  in  the  delivery  of  primary 
care  to  millions  of  Americans,  especially  in  geographic  areas  of  need. 

Discrimination 

It  is  feared  that  without  provision  for  consideration  of  osteopathic  facilities  and 
services,  osteopathic  hospitals  will  not  be  allowed  orderly  growth  and  expansion 
where  the  need  is  justified.    There  is  little  doiibt  that  there  has  been  discrimina- 
tion over  the  years  against  osteopathic  physicians  and  hospitals  in  their  efforts 
to  provide  needed  health  services  to  the  communities  in  which  they  are  located.  A 
list  of  specific  hospitals  which  have  experienced  discriminator^/  actions  include: 
.Art  Centre  Hospital  Osteopathic  in  Detroit,  Michigan;  Tucson  General  Hospital  in 
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Tucson,  Arizona;  Pontiac  Osteopathic  Hospital  in  Pontiac,  Michigan;  Sandusky  Memorial 
Osteopathic  Hospital  in  Sandusky,  Ohio;  Grand  Rapids  Osteopathic  Hospital  in  Grand 
Rapids,  Michigan;  Flint  Osteopathic  Hospital  in  Flint,  Michigan;  and  The  Osteopathic 
Hospital  Development  Corporation  of  Detroit. 

In  Arizona  on  March  31,  1976,  the  Superior  Court  in  Pima  County  ruled  in  Tucson  Gen- 
eral' Hospital  vs.  James  I.  Schanadan,  M.D.  that  "to  construe  'public  need'  to  mean  the 
public  in  general  as  opposed  to  a  segment  of  the  population  which  desires  or  prefers 
services  by  an  osteopathic  physician  is  to  construe  it  too  narrowly.    If  a  considera- 
ble portion  of  the  public  desires  the  services  of  an  osteopathic  physician,  it  is  the 
court's  opinion  that  the  'public  need'  requirement  of  the  statute  is  satisfied."  The 
decision  went, on  to  state  that  a  certificate  of  need,  previously  denied  Tucson  General 
Hospital,  an  osteopathic  institution,  must  be  granted. 

On  August  5th,  1976  Rocky  Mountain  Hospital  in  Denver,  Colorado  received  authoriza- 
tion for  construction  of  a  renovated  and  enlarged  labor  and  delivery  area  and  for  the 
remodeling  and  expansion  of  the  hospital's  surgical  suite  from  the  Colorado  Health 
Facilities  Council.    In  a  precedent  setting  decision  for  the  state,  the  Council  granted 
approval  for  a  certificate  of  need  on  the  basis  that  the  hospital  is  an  osteopathic 
teaching  institution.    The  construction  was  necessary  to  maintain  AOA  accreditation  as 
well  as  approval  for  intern/residency  training. 

Because  of  this  past  history,  and  in  recognition  of  the  unique  and  important  role 
played  by  osteopathic  hospitals,  several  state  legislatures  have  given  considera- 
tion to  language  that  specifically  requires  separate  consideration  and  evaluation 
of  osteopathic  hospitals  in  the  certificate  of  need  piocess.    Thus  far,  the  states 
of  Oklahoma,  Rhode  Island,  Florida  and  Iowa  have  enacted  legislation  along  these 
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lines.    In  Ohio,  the  same  effect  was  achieved  through  the  regulatory  pirocess.  And 
in  Michigan,  similar  legislative  language  is  very  close  to  enactment. 

Attached  to  this  testimony,  you  will  find  citations  of  the  language  currently  in  force 
in  these  states. 

Also  attached,  as  Appendix  B,  you  will  find  documentation  of  six  representative  cases 
of  discrimination  against  osteopathic  hospitals  and  physicians  which  serve  to  illus" 
trate  and  reinforce  the  need  for  the  type  of  language  we  are  seeking.    The  first 
three  examples  you  will  find  are  from  Michigan  and  Ohio.    They  point  out  the  type  of 
discrimination  which  can  be  and  has  been  encountered  with  local  health  planning  agen- 
cies.   The  fourth  example  is  from  Art  Centre  Hospital  Osteopathic  in  Detroit  and  it 
delineates  the  kind  of  discrimination  which  is  occasionally  encountered  with  the  state 
planning  agencies.    The  fifth  example  is  a  case  in  which  a  physician  encountered  dis- 
crimination in  his  attempts  to  obtain  privileges  at  a  nearby  allopathic  facility.  The 
sixth  illustrates  the  concerns  expressed  by  a  very  conscientious  governing  body  of  an 
osteopathic  hospital  regarding  an  arbitrary  HSA  decision  which  vias  only  marginally 
passed  and  which  could  become  policy. 

The  example  cited  from  the  Osteopathic  Hospital  Development  Corporation  of  Detroit, 
although  fully  documented  in  the  attachments,  is  worthy  of  summary  here  since  it  is  a 
particularly  representative  example  of  the  problems  faced  by  osteopathic  hospitals 
before  planning  agencies  and  it  graphically  illustrates  the  more  subtle  kinds  of  dis- 
crimination encountered. 

On  November  28,  1977,  a  publication  entitled  "Monday  Comments  from  CHPC"  carried  an 
item  dealing  with  the  review  of  a  proposed  merger  of  several  osteopathic  hospitals 
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in  Detroit.    The  publication  is  distributed  weekly  by  the  Comprehensive  Health  Plan- 
ning Council  of  Southeastern  Michigan. 

The  item  in  question  was  displayed  in  a  large  box  and  asked  for  comments  on  whether 
the  proposed  merger  should  be  reviewed  on  a  non-substantive  basis.    This  procedure 
was  entirely  inconsistent  with  the  previous  handling  of  similar  proposals,  including 
a  recent  proposed  merger  of  several  allopathic  hospitals  in  the  east  side  of  Detroit. 
Project  reviews  were  always  handled  by  a  one-line  listing  showing  the  applicant's 
name,  the  project  description  and  comments. 

The  proposed  merger  has  the  support  of  the  acting  president  of  Michigan  State  Uni- 
versity, the  dean  of  the  College  of  Osteopathic  Medicine  at  Michigan  State,  the  presi- 
dent of  Blue  Cross  Blue  Shield  of  Michigan,  the  Greater  Detroit  Area  Hospital  Coun- 
cil, the  Capital  Gifts  Division  of  the  United  Foundation  which  pledged  $2  million  in 
support  of  the  effort,  and  many  other  influential  groups  and  individuals. 

The  certificate  of  need  request  is  solely  for  the  purposes  of  merging  and  seeks  no 
expenditure  of  capital  funds  or  change  in  beds  or  service  programs.     It  is  incon- 
ceivable that  with  the  support  being  offered  for  the  project  that  the  local  planning 
agency  could  determine  that  the  review  should  be  anything  other  than  on  a  non- substan- 
tive basis. 

Mergers  hold  out  the  best  promise  of  a  solution  to  overbedding,  duplication  of  ser- 
vices, and  cost  containment  in  general.    The  Michigan  Osteopathic  Hospital  Association 
has  long  been  a  proponent  of  separate  consideration  for  osteopathic  facilities  and 
services  under  the  certificate  of  need  laws.    To  quote  from  a  letter  (copy  attached) 
from  the  President  of  MOHA  to  the  Executive  Director  of  the  planning  agency  in  question: 
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"Your  current  action  regarding  the  O.H.D.C.  is  probably  a  prime  example  of 
just  why  we  have  sought  this  exception." 


Previous  Federal  Efforts 


It  is  most  important  to  note  at  this  point  that  this  Association  and  the  osteopathic 
profession  waged  a  lengthy  and  unsuccessful  campaign  to  seek  inclusion  of  appropriate 
language  in  the  regulations  issued  by  the  Department  of  Health,  Education  and  Welfare 
to  implement  the  certificate  of  need  program.    That  effort  failed,  not  because  HEW 
believed  our  case  was  invalid,  but  because  the  language  in  Section  1532  (c)  of 
P.L.  93-541  does  not  provide  sufficient  flexibility  to  allow  for  such  consideration 
in  the  regulations.    In  the  commentary  on  the  proposal  of  the  osteopathic  profession, 
then  Secretary  of  HEW  David  Mathews  called  our  concern  largely  "anticipatory".  The 
examples  cited  previously  in  this  testimony  prove  this  not  to  be  the  case  and  many  of 
the  letters  of  support  for  our  proposal  from  Members  of  Congress  add  further  evidence 
that  the  concern  is  a  valid  one. 


A  number  of  Senators  and  Representatives  wrote  to  then  Assistant  Secretary  for  Health, 
Theodore  Cooper,  M.D. ,  in  support  of  our  proposal.    We  believe  citations  from  two  of 
those  letters  are  very  pertinent  to  this  discussion.    The  first  is  from  a  letter  writ- 
ten by  Senator  Thomas  F.  Eagleton  (D-Missouri)  which  said  in  part: 


"It  has  been  brought  to  my  attention  that  the  proposed  regulations  may, 
in  practice,  have  the  effect  of  discriminating  against  osteopathic  hospi- 
tals.   For  this  reason,  1  believe  that  the  proposed  regulations  should  be 
revised  along  the  lines  suggested  by  the  American  Osteopathic  Hospital 
Association. 

"Perhaps  more  than  any  other  state,  Missouri  depends  upon  osteopathic  phy- 
sicians to  provide  health  care  to  its  citizens.    We  are  fortunate  to  have 
two  fine  schools  of  osteopathy  in  Kirksville  and  Kansas  City,  Missouri, 
whose  graduates  often  locate  within  the  state.    Osteopathic  physicians 
are  of  particular  value  in  Missouri  because  most  of  them  are  engaged  in 
delivering  primary  health  care  and  many  are  located  in  rural  areas  that 
would  otherwise  be  unserved  or  underserved . " 
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The  second  citation  is  from  a  letter  v«rritten  by  Senator  William  D.  Hathaway  (D-Maine) 
to  Dr.  Cooper: 


"In  my  state  of  I^ine,  for  example,  osteopaths  make  up  a  substantial  pro- 
portion of  the  pool  of  primary  practitioners.    In  mny  places  osteopaths 
are  denied  hospital  privileges  in  allopathic  hospitals.    Given  the  parti- 
cular needs  of  osteopathic  physicians,  as  well  as  other  groups  whose  ser- 
vice area. should  be  developed  separately,  I  would  urge  that  the  final  regu- 
lations reflect  the  consideration  that  must  be  given  to  these  provider 
groups  and  their  patients  so  they  my  exercise  their  freedom  of  choice  con- 
sistent with  the  availability  of  resources  and  the  intent  of  this  Act." 


Finally,  there  were  thousands  of  comments  received  by  HEW  from  the  osteopathic  pro- 
fession and  their  patients  in  response  to  the  proposed  rules  implementing  the  certi- 
ficate of  need  program.    A  few  citations  from  some  of  those  comments  further  support 
our  arguments: 


"We  believe  it  to  be  a  constitutional  right  of  Americans  to  select  pro- 
viders of  their  choice  and  that  government  has  an  obligation  not  to  leg- 
islate against  that  precious  freedom.    We  can  find  no  substantive  argu- 
ment that  makes  our  appeal  an  unreasonable  one.    A  growing  number  of 
states,  including  our  own,  have  passed  or  are  considering  legislation 
that  does  recognize  the  need  to  avoid  complete  monopoly,  and  we  do  not 
see  how  you  can  do  less. 

"Maine  is  a  state  that  has  long  struggled  to  create  a  medical  school 
as  a  means  of  providing  primary  care  physicians  to  its  citizens.  The 
osteopathic  profession  has  realized  this  need  and  is  well  on  the  way 
to  filling  that  need  by  the  creation  of  the  New  England  School  of 
Osteopathic  Medicine  to  be  located  at  Biddeford,  >feine,  at  the  campus 
of  St.  Francis  College. 

"It  is  imperative  that  the  future  of  this  school  not  be  jeopardized 
by  rules  that  fail  to  provide  for  the  facilities  and  services  neces- 
sary to  support  such  an  effort.    Similarly,  physicians  presently  in 
practice  must  be  free  to  continue  providing  for  their  patients  in 
an  environment  that  recognizes  their  distinctive  approach  to  patient 
care. " 

(April  15,  1976,  signed  by  14  D.O.'s,  James  A.  Taylor  Osteopathic 
Hospital ,  Bangor ,  Maine . ) 
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"In  sunurary,  the  law  places  all  facilities  in  the  same  barrel  for 
planning  purposes,  but  Osteopathic  (D.O.)  and  Allopathic  (M.D.) 
hospitals  often  serve  entirely  different  publics.    Thus,  there  is 
a  good  possibility  that  justified  osteopathic  needs  could  be  dis- 
approved because  of  an  excess  of  allopathic  facilities  in  the 
ConnTunity  or  the  reverse  situation  could  also  exist. 

"As  you  may  be  aware,  we  were  able  to  solve  this  problem  in  Ohio 
by  amending  the  Ohio  Sanitary  Code  by  including  in  the  State  regu- 
lations a  sentence  or  two  which  allows  the  planning  agency  to  con- 
sider this  special  problem." 

(April  16,  1976,  Richard  L.  Sims,  Administrator,  Doctors  Hospital, 
Columbus ,  Ohio . ) 


"The  purpose  of  this  letter  is  to  impress  upon  you  our  belief  that 
additional  language  in  these  proposed  regulations  is  crucial,  in  or- 
der to  protect  the  rights  of  osteopathic  hospitals,  osteopathic  phy- 
sicians and  their  patients.    As  you  probably  are  aware,  medical 
staff  privileges  at  other  hospitals  in  Texas  are  not  readily  avail- 
able to  osteopathic  physicians.    Therefore,  a  substantial  number  of 
our  population  look  to  osteopathic  hospitals  to  provide  the  care 
they  need  for  thenselves  and  their  families.    It  is  important  to 
note  that  allopathic  hospitals  are  not  generally  accessible  to  those 
patients  who  elect  to  use  osteopathic  physicians.    As  a  result,  we 
do  not  feel  it  should  be  left  to  the  discretion  of  the  States  wheth- 
er or  not  to  include  separate  consideration  for  osteopathic  facili- 
ties and  services." 

(May  3,  1975,  Claude  G.  Rainey,  Executive  Vice  President,  Fort  Worth 
Osteopathic  Hospital ,  Fort  Worth ,  Texas . ) 


"Perhaps  your  understanding  of  why  I  became  associated  with  the  Osteo- 
pathic Hospital  would  help  you  to  understand  why  I  believe  there  should 
be  equal,  but  separate  consideration  in  the  certif icate-of-need  matter. 
Over  25  years  ago  my  daughter  was  deformed  from  her  knees  down.  My 
wife  and  I  went  to  several  medical  doctors  only  to  hear  from  each  one 
that  the  problem  could  be  corrected  by  fracturing  each  leg  in  three 
places  and  wearing  casts  from  6  nbnths  up.    We  finally  visited  an 
Osteopathic  doctor  who  told  us  that  it  might  be  necessary  to  do  as 
the  medical  doctor  had  told  us,  but  that  treatment  could  be  done  any- 
time until  6  years  of  age.    He  would  like  to  try  osteopathic  treatments 
first.    For  the  next  6  or  8  months  my  wife  and  I  did  the  treatment  on 
the  legs  exactly  as  we  had  been  taught.    We  also  bought  the  built  up 
shoes  which  he  designed  and  made  sure  she  wore  them  during  the  treat- 
ment.   Anyway,  in  about  two  years  she  had  beautifully  straight  legs 
and  has  never  had  any  leg  problems  since." 

(April  28,  1976,  H.C.  Bevelhymer,  Wichita,  Kansas.) 


26-219  O  -  78  -  pt.  1  -  39 
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CONCLUSION 


The  American  Osteopathic  Hospital  Association  supports  sound  community  health  plan- 
ning; we  do  not  wish  to  be  exempt  from  the  planning  law  and  we  are  not  suggesting  a 
change  in  the  law  with  regard  to  the  necessity  of  applying  for  and  receiving  a  certi- 
ficate of  need.    We  are  not  seeking  a  license  to  plan  in  a  vacuum,  oblivious  to  the 
realities  which  surround  us.    There  is  ample  evidence  that  the  osteopathic  profession 
and  osteopathic  hospitals  fulfill  a  vital  role  in  today's  health  care  delivery  system 
and,  if  allowed  to  function  and  plan  on  the  same  basis  as  all  other  hospitals,  unfet- 
tered by  the  restraints  of  discriminatory  and/or  politically  influenced  actions  on  the 
part  of  local  and  state  agencies,  the  ultimate  beneficiary  will  be  the  communities  we 
serve . 


Therefore,  we  suggest  the  following  language  as  an  amendment  to  P.L.  93-641  which 
would  provide  for  appropriate  consideration  of  osteopathic  facilities  and  services  in 
all  applications  for  certificates  of  need: 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled.  That  section  1532  (c)  (3)  of 
Public  Law  93-6M-1  is  amended  by  adding  the  following:     "When  an  appli- 
cation is  made  for  a  certificate  of  need  to  construct,  expand,  modern- 
ize, acquire  capital  equipment  or  add  services  by  an  osteopathic  or 
allopathic  facility,  the  need  for  that  construction,  expansion,  mod- 
ernization, acquisition  of  capital  equipment,  or  addition  of  services 
shall  be  considered  on  the  basis  of  need  and  availability  in  the  com- 
munity for  services  and  facilities  for  osteopathic  and  allopathic 
physicians  and  their  patients.    The  Health  Systems  Agency  and  State 
Agency  shall  consider  the  application  for  a  certificate  of  need  in 
terms  of  its  impact  on  preserving  existing  and  proposed  institutional 
training  programs  for  doctors  of  osteopathy  and  medicine  at  the  stu- 
dent, internship  and  residency  training  levels.    Nothing  in  this  cri- 
teria shall  be  construed  to  dictate  a  departure  from  good  health  plan- 
ning principles  or  to  mandate  unnecessary  duplication  of  services  or 
facilities. " 


The  consumer,  the  patient,  who  chooses  to  seek  health  care  from  an  osteopathic  physi- 
cian and  hospital  must  be  given  appropriately  equal  opportunities  under  any  and  all 
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certificate  of  need  laws  and  regulations.    Osteopathic  hospitals  and  physicians  must 
be  allowed  to  continue  to  serve  their  communities  as  they  have  for  the  past  100  years. 

The  American  Osteopathic  Hospital  Association  appreciates  the  opportunity  to  testi- 
fy on  this  most  critical  matter  and  strongly  urges  this  Subcommittee  to  favorably 
consider  the  language  we  are  proposing  today.    We  stand  ready  to  answer  any  and  all 
questions  which  you  might  have.    Thank  you. 
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APPENDIX  A 


CITATIONS  OF  OSTEOPATHIC  CERTIFICATE  OF  NEED 


LANGUAGE  CURRENTLY  IN  FORCE 


1.  Ohio~HE-8-17  (C)  Criteria  to  be  Applied  in  the  Review 
of  Proposals    (Effective  1/19/76)  

2.  Florida—Title  27,  Section  381.494  (2)  Capital  Expendi- 
tures for  Health  Care  Facilities  (1972)  

3.  Rhode  Island— Chapter  23-16,  Section  12  (1974)  

4.  Oklahoma— Title  63,  Article  7  (1975)  

5.  Iowa—House  File  354  (Citation  not  yet  available)  (1977)- 

6.  Michigan- (Now  Pending  Final  Passage),  Part  221, 
Section  22111  (1)  (d-e)  
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OHIO 

He-8-17  (C)    Criteria  to  be  Applied  in  the  Review  of  Proposals  (Effective  1/19/76). 

To  protect  the  freedom  of  patient  choice,  the  needs  of  the  patients  of 
both  osteopathic  and  allopathic  physicians  shall  be  considered.  In 
such  instances,  those  facilities  and  services  shall  be  authorized  where 
there  is  demonstrated  need  for  osteopathic  or  allopathic  facilities  and 
services . 


FLORIDA 

Title  27,  Section  381.494  (2)  Capital  Expenditures  for  Health  Care  Facilities  (1972). 

Certificate  of  need. — When  an  application  is  made  for  a  certificate  of 
need  to  contruct  or  to  expand  an  osteopathic  facility,  the  need  for 
such  facility  shall  be  determined  on  the  basis  of  the  need  and  availa- 
bility in  the  community  for  osteopathic  services  and  facilities. 


RHODE  ISLAND 

Chapter  23-15,  Section  12  (1974). 

When  an  application  is  made  for  a  certificate  of  need  to  construct  or 
to  expand  an  osteopathic  facility  the  need  for  such  facility  shall  be 
determined  on  the  need  and  availability  in  the  community  for  osteo- 
pathic services  and  facilities. 


OKLAHOMA 

Title  63,  Article  7  (1975). 

"Promptly  upon  receipt  of  any  such  application,  the  Commission  shall 
cause  a  thorough  investigation  to  be  made  of  the  need  of  the  proposed 
services.    The  investigation  shall  include..." 

(c)    the  availability  of  both  allopathic  and  osteopathic  facilities 

and  services  to  protect  the  freedom  of  patient  choice  in  the  locality..." 


IOWA 

House  File  354  (Citation  Not  Yet  Available)  (1977). 

Sec.  4.    CRITERIA  FOR  EVALUATION  OF  APPLICATIONS. 

1.  In  determining  whether  a  certificate  of  need  shall  be  issued,  the 
department  and  council  shall  consider  the  following: 

j .    The  appropriate  and  nondiscriminatory  utilization  of  exist- 
ing and  available  health  care  providers.    Where  both  allopathic  and 
osteopathic  institutional  health  services  exist,  each  application 
shall  be  considered  in  light  of  the  availability  and  utilization  of 
both  allopathic  and  osteopathic  facilities  and  services  in  order  to 
protect  the  freedom  of  choice  of  consumers  and  health  care  providers. 
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MICHIGAN 

(Now  Pending  Final  Passage)  Part  221,  Section  22111  (1)  (d-e). 

A  certificate  of  need  program  shall  be  established  and  shall: 

(d)  When  an  application  is  mde  for  a  certificate  of  need  to  con- 
struct or  expand  an  osteopathic  or  allopathic  facility,  consider  the 
need  for  that  facility  on  the  basis  of  the  need  and  availability  in  the 
community  for  services  and  facilities  for  osteopathic  and  allopathic 
physicians  and  their  patients. 

(e)  Consider  in  terms  of  its  impact  on  existing  and  proposed  in- 
stitutional training  programs  for  doctors  of  medicine  and  osteopathy 
at  the  student,  internship,  and  residency  training  level  the  applica- 
tion for  a  certificate  of  need. 

(2)    This  section  shall  not  be  construed  to  dictate  a  departure 
from  good  health  planning  principles  or  to  mandate  unnecessary  dupli- 
cation of  services  or  facilities. 
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APPENDIX  B 

DOCUMEOTATION  OF  SPECIFIC  CASES  OF  DISCRIMINATION  AGAINST 
OSTEOPATHIC  HOSPITALS  AND  PHYSICIANS 

1 .  Michigan — ^bnday  Comments  from  CHPC  

2.  Michigan — Flint  Osteopathic  Hospital  

3.  Ohio — Sandusky  Memorial  Osteopathic  Hospital  

4.  Michigan — Art  Centre  Hospital  

5.  Colorado — Lee  Clinic  

6.  Michigan — The  Grand  Rapids  Osteopathic  Hospital  
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Monday  Commeniis 
from  CHPC 

Designed  to  bridge  the  communications  goo,  Monday  Comments  from  the  Comprehensive  Health 
Planning  Council  of  Southeastern  Michigan  will  bring  you  uo  to  date  on  what  is  happening  and  obout 
to  happen  in  health  planning  activities.   Mailed  each  Friday,  we  hope  it  will  reach  you  each  Monday. 


MICHIGAN  LUNG  ASSOCIATION  HAS  NEW  LEADER 

On  November  1st  Robert  G.  Smith  assumed  his  duties  as  executive  director  of  the  Michigan 
Lung  Association  headquartered  in  Lansing,  succeeding  Andrew  W.  Kovacs  who  held  the 
position  for  four  years.     Mr.  Smith  had  previously  directed  the  District  of  Columbia  Lung 
Association  for  nine  years.     In  the  course  of  bis  career  he  has  held  various  professional 
positions  with  lung  associations  in  New  York,  Florida  and  North  Carolina.     Currently  he 
serves  as  president  of  the  Congress  of  Lting  Association  Staff,  a  national  organization 
of  association  employees. 

REGIONAL  MEETING  ON  CARE  OF  CANCER  PATIENTS 

"Hospice  and  Continuing  Care  At  Home"  is  the  title  of  a  regional  meeting  being  held  by 
the  Association  of  Community  Cancer  Centers  December  1  and  2  at  the  Detroit  Plaza.  Topics 
for  discussion  at  concurrent  workshops  will  be  the  alternatives  in  continuing  cancer  care: 
hospital,  community,  and  free  standing.     Included  in  the  two  day  program  will  be  talks  on 
future  prospects    for  community  cancer  centers,  third  party  reimbursement,  and  issues  in 
hospice  and  continuing  care  at  home. 

AHPA  CALLS  GUIDELINES  APPROPRIATE 

In  testimony  before  DHEW,  the  American  Health  Planning  Association  described  the  national 
health  planning  guidelines  on  cost  containment  as  appropriate  in  the  context  of  a  region- 
ally based  planning  process,  viewing  them  as  a  starting  place  from  which  planning  agencies 
can  begin  to  control  the  amounts  of  service  required.    Warning  that  further  development 
and  clarification  of  the  guidelines  are  necessary,  the  Association  requested  that  the 
process  of  making  exceptions  both  above  and  below  the  numbers  specified  be  carefully  de- 
lineated.    Because  of  the  thousands  of  letters  coming  in  on  the  controversial  guidelines, 
DHEW  may  extend  the  comment  period  to  the  end  of  the  year. 

At  other  DHEW  hearings,  testimony  on  open  heart  surgery,  radiation  therapy  and  CT  scanning 
was  given.  A  position  paper  on  the  Association's  views  may  be  obtained  from  Elliot  Stern, 
AHPA  director  of  government  relations,  2560  Huntington  Ave.,  Alexandria,  VA  22305. 

GREAT  LAKES  WATER  PROBLEMS  SUMMARIZED 

Water  problems  in  the  Great  Lakes  region  and  what  people  can  do  about  them  is  the  subject 
of  a  recent  publication  of  the  Great  Lakes  Basin  Commission.     Titled  Citizen's  Summary, 
the  40-page  booklet  examines  the  quality  of  water  in  the  Lakes,  local  water  supply  and 
sewage  problems  as  well  as  issues  such  as  erosion  and  flooding.     Possible  solutions  to 
problems  ir  -.--h  of  the  five  Great  Lakes  basins  are  recommended  in  the  summary.     For  single 
free  copies  contact:     Public  Information  Office,  GLBC,  PO  Box  999,  Ann  Arbor,  MI  48106. 

RESEARCH  ON  DRUGS  TO  CONTROL  DEPRESSION 

A  major  research  program  to  determine  drugs  needed  to  control  serious  depression  and  mania 
was  begun  recently  by  the  National  Insitute  of  Mental  Health.     Grants  totalling  over  a 
half  million  dollars  have  been  awarded  to  five  research  centers  in  St.  Paul,  Indianapolis, 
Pittsburgh,  New  York  and  Albany  to  test  treatment  techniques  using  the  drugs  lithium  and 
im.ipramine.     It  is  estimated  that  more  than  80  percent  of  the  20,000  suicides  recorded 
each  year  in  the  U.S.  are  caused  by  manic-depressive  disorders. 
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MICHICAn  OSrEOrAT«IIC  HOSPITAL  ASSOCIATION 


200  Mvirn  Rd.,  Pontile,  Michigan  40057  (313)  335-9716 


Prt^.lnit 

rrr<i<lriil  Wtct 

J'.innM  Miu(:»llun 
Vicr  l'rr*Ml'-nl 

K.'hcrt  A  J^i-l'-n 


Willlum  I  (  r.inn 
(irr^on  I.  <".o(»pcr 
|ain<-5  II.  King 
l-rnncis  J ,  Mt-C.arlh; 
Itrrl  !■  WiRiif r 
Jiik  II.  Whiilnw 


Toronce  R.  Carroll,  Executj.ve  Dir'Sctor 
Comprehensive  Health  Planning  Council 

Soi.itheaEtern  Michigan 
1  300  Book  Duil  '^inq 
i;'>t.roit.  Michigan 


0(.>ar  Mr.  Carroll: 


Tlie  Michigan  Osteopathic  FlonpitaJ   Ar,30ciat ion  views  with 
alarm  the  vinorthoiiux  handling  of  tho  Certificate  of  Need 
recjuent   Eil'ed  by  the  Osteopathic  Hospital  Devoloprrent 
Corporation  of  Detroit. 

Many  editions  of  your  publication  MOUDAy  COMMEHTS  FROM 
CHPC  were  scrutinized  and  it  was  noted  tiiat  project  re- 
views were  always  listed  on  one  lino  showing  thii  appli- 
cant's name,   the ■ pro joct  dr ncription  and  comments.  It 
seems  purposefully  inconsistent  to  hav<>  listed  in  your 
No^'ember  28,    1977  edition,   in  an  ontl  'neil  box  measuring 
1  1/2"  X  10  1/2"  what  appears  to  bo  an  invitation  for 
comments.     In  that  posting,  you  discuss  your  'normal' 
procedure  but  presen't  no  rationale   for  treating  this 
request  any  differently.     Inconai.Ttcnt  also,    is  the 
treatment  you  afforded  the  Earjt  Sidf  Detroit  Merger 
which  involved  a  group  of  allopathic  hoardtals  and  that 
accorded  the  Osteopathic  Hospita.!   nove?.opment  Corporation 
of  Detroit. 


This  ar^suciation  has   long  been  aware  of  ^-hc  diliqoiiL 
•^f  forts  cf  the  hospital  organi7:at i':       rir tici  pating  in 
the  0-H.D.C.     We  are  ciware  also  of.  the  widespread  support 
tlii-p  nFFort  has  received  both  in  the  community  and  slate- 
wide.     Th.:'   project  has  been  endorsed  by  the  cxcting  presi- 
dent of  Michigan  State  University;   the  Dean  oC  the  College 
of  Oc  te'^ip-Tthie  Medicine  at  Micliigan  fitate  University?  the 
Board  and  oFCicors  of  Michigan .  Assc;:  Uition  of  O^teopatliic 
Physicians  and  Surgeons;   the  pro.si.dcnt  of  Ulne  Cross  Blue 
Shield  or  Mi.chigan;    the  president   of  tho  Economic  Growth 
Council  of  Dn'tcoit;    the  Greater  D'^tiroit  A)-(,'a  Hosi^ital 
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Council;   the  Michigan  Health  Maintenance  Organization 
Plans,    Inc.;   and  the  Capital  Gifcs  Division  of  the  United 
Foundacion  which  has  pledged   $2,000,000  in  support  of 
chLS  effort. 

It   is  inconceivable  that  with  this  kind  oC  support,  and 
considering  the   fact  that  this  Certificate  of  Need  request 
is  solely  for  the  purposes  of  merging  and  seeks  no  expen- 
diture of  capital   funds  or  change  in  beds  or  service  pro- 
grams,   that  CKPC-SEM  could-  determine  th?t   th-s  r'^view  should 
be  anything  other  than  oh  a  non-substantive  bnris.     it  is 
simply  bewildering   that  with  general  agreement  thai  mergers 
hold  out   the  best  premise  of  a  solution  to  o- erbf^d  b  ng , 
duplication  of  services,   and  cost  containn-^nt  in  general, 
and  with  both  state  and  federal   I'^qislation  now  pendinq 
which  would  encourage  mergers;   that  CHFC-SEfl  would  do  any- 
thing to  hamper,   discourage,   or  delay   these  efforts  in 
its  planning  area. 

The  Michigan  Osteopathic  Ho<5pital  Associo  tion  long 
been  a  proponent  of  separate  consideration  for  osteopathic 
facilities  and  services  under  the  certificate  of  nf^ed  laws. 
Your  current  action  regarding  the  O.II.D.C,   is  probably  a 
prime  example  of  just  why  we  have  sought  this  exception. 

At  the  December  8th  meeting  of  our  association,   a  resolution 
deploring  your  discriminatory  action  towards  the  osteopathic 
hospitals  was  passed  unanimously.     It  is  hoped  that  you 
and/or  your  board  will  soon  take  whatever  9tep.<5  are  necessary 
to  rectify  this  regrettable  situation. 

Sincerely, 


Jamng  H.  Dwy^r 
President 

TMD/js 

cc:     CMPC-SF.M  Board  St  Executive  Committee  Members 

MACPv.'^   Ro-ird  Mrmbors  Maurico  S.    Red  zi?n, 

MO[IA  Bo  ird  Membf'rs  Hermann  .'.ieJ  ,  M.D. 

KLchard  A.   Reihmer  Jay  G.  Endsiey 

Andrew  D.    Flunt,   M.D.  E.  A.  Schuhardt 

Gorscn  T.  Cooper    '  Jarres  P.  Lane 

Geo'rge  A.   Rogers  Robert  S.  Wildish 
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COMPREHENSIVE  HEALTH  PUNNING  COUNCIL  OF  SOUTHEASTERN  MICHIGAN 

1200  BOOK  BUILDING 
DETROIT,  MICHIGAN  48226 
Phone  313/ 964-6950 


January  3,  1978 


James  M.  Dwyer,  President 
Michigan  Osteopathic  Hospital 
Association 
900  Auburn  Road 
Pontiac,  MI  48057 

Dear  Mr.  Dwyer: 

Thank  you  for  your  letter  of  December  20,  1977  regarding  the  application 
for  a  Certificate  of  Need  by  the  Osteopathic  Hospitals  Development  Crsrpo- 
ration  of  Detroit. 

I  assure  you  that  the  processing  of  that  particular  application  by  CHPC- 
SEM  has  been  entirely  consistent  with  the  policies  and  practices  of  the 
organization  and  I  further  assure  you  that  the  entire  review  by  this 
organization  will  be  conducted  in  a  fair  and  equitable  manner. 

The  reason  for  the  format  of  the  announcement  of  the  pending  review  of  the 
application  in  Monday  Comments  was  simply  to  draw  attention  to  the  item  in 
order  to  assure  that  any  comments  to  be  received  would  be  made  on  a  prompt 
basis. 

The  merger  proposal  of  the  East  Side  Detroit  Hospitals  was  processed  on  a 
non-substantive  basis  because  it  met  all  of  the  criteria  for  a  non-substantive 
review.     At  the  time  of  my  decision  to  review  that  proposal  on  a  non- 
substantive basis  I  had  not  received  a  single  objection  from  any  organizatici. 
or  person  to  the  proposed  merger,  nor  have  I  to  this  date. ,  As  you  will  note 
from  the  enclosed  material,  that  has  not  been  the  case  with  the  merger 
proposal  we  have  received ' from  the  Osteopathic  Hospitals  Development  Corporation 
of  Detroit.     It  is  certainly  apparent  to  me  from  the  information  presented 
that  some  significant  groups  in  the  community  consider  the  proposal' to  be  a 
controversial  one  and  moreover  may  indeed  present  legal  problems. 

I  am  well  aware  of  the  supporting  statements  which  have  been  made  on  behalf 
of  the  proposed  merger  by  significant  organizations  and  .'ridi'viduals.     I  am 
also  aware  of  at  least  some  of  the  sound  reasons  for  approving  the  proposal. 
However,  it  is  essential  that  this  organization  scrupulously  observe  due 
process  in  the  course  of  its  project  reviews  and  that  is  what  I  intend  to  do. 


;5lon  Maomh  Mcnroa.  Oakljnn.  Si  Cluir  VVasnieniw  Wavne  .ind  Ihe  Cilv  ol  O9KO1I 


611 


Finally,  I  feel  I  must  comment  on  the  nomenclature  used  in  your  letter.,  As 
I  have  frequently  publicly  stated,  I  can  find  no  basis  in  either  federal  or 
state- statutes  for  distinguishing  hospitals  as  either  "allopathic"  or  ' 
"osteopathic."     Some  hospitals  are  staffed  predominately  by  physicians  with 
degrees  and  licensure  as  Doctors  of  Medicine;  others  are  staffed  predominately 
by  physicians  who  have  degrees  and  licensures  as  Doctors  of  Osteopathy.  The 
physician  staffing  pattern  does  not,  and  should  not,  characterize  a  hospital 
as  being  either  "allopathic"  or  osteopathic."     It  is  the  position  of  this 
organization,  and  one  which  I  have  personally  advocated  for  many  years,  that 
medical  staff  privileges  should  not  be  based  on  race,  religion,  creed, 
national  origin,  type  of  medical  licensure  or  any  other  factor  extraneous 
to  the  ability  of  physicians  to  provide  appropriate  services  to  patients. 

Sincerely  yours, 


Terence  E.  Carroll 
Executive  Director 

TEC:ss 
Enclosures 

CO    Richard  A.  Reilimer 
Andrew  Hunt ,  M . D . 
Gerson  I.  Cooper 
George  A.  Rogers 
Maurice  S.  Reizen,  M.D. 
Hermann  Ziel,  M.D. 
Jay  Ends ley 
E.  A..  Schuhardt 
James  P.  Lane 
Robert  Wildish 
Raymond  X.  Zweig 
CHPC-SEM  Board  of  Trustees 
CHPC-SEM  Executive  Committee 
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W.  DALE  FERGUSON 
President 

BOARD  OF  TRUSTEES 

Chairman 
HOWARD  A.  HICKOK 
Gransden-Hail 

Vice  Chairman 
GALE  R.  POTTER 
Chevrolet  Motor  Division,  Retired 

Secretary 
JUDGE  HAROLD  H.  BOBIER 

Treasurer 
W.  DALE  BACHTEL 
AC  Spark  Plug,  Retired 

DR.  MYRTLE  F.  BLACK 
Mott  Foundation,  Retired 

LOWELL  A.  KINTIGH 
General  Motors,  Engineering 
Vice  President,  Retired 

GERALD  E.  PIESKO,  D.O. 
Medical  Staff 

JOHN  S.  STOUT 
Buick  Motor  Division 

GERALD  J.  WINTER 
Chevrolet  Flint  Assembly 

PAUL  R.  MURPHY 
General  Motors  Parts  Division 

EDWIN  E.  LUKE 
A.G.  Edwards  &  Sons.  INC. 


Flinl-  Osteopol-hic  Hospital 

A  NONPROFIT  CORPORATION  /  3921  Beecher  Road /  Flint,  Michigan  48S02  /  Phone  762-4000 

January  17,  1978 

C.   Robert  Benedict 
Director 

American  Osteopathic  Hospital  Association 
603  Pennsylvania  Ave.  S.E. 
Washington,   D.C.  20003 


Dear  Bob: 

Approximately  two  years  ago  Flint  Osteopathic  Hospital 
submitted  a  letter  of  intent  for  certificate  of  need  to 
install  a  CT  Brain  Scanner.     I  will  illustrate  for  you  a 
very  significant  problem  that  osteopathic  hospitals  have 
when  it  comes  to  certificate  of  need.     That  problem  is 
directly  and  indirectly,   the  local  HSA ' s  and  the  allopathic 
community  create  very  high  standards  when  an  osteopathic 
hospital  is  involved. 

In  the  instance  of  our  application  for  the  CT  Scanner 
entirely  new  criteria  were  developed  and  demanded  by  FOH. 
All  of  these  were  met,   yet  repeatedly  throughout  the  process 
we  were  attacked,   harrassed,   and  abused  as  an  osteopathic 
hospital  and  profession  whether  we  were  qualified  to  have 
access  to  a  CT  Scanner.   FOH  went  through  a  process  of  three 
public  hearings. 

1.  The  first  hearing,   the  allopathic  physicians  and  hosp- 
ital claimed  there  was  no  need  whatsoever  for  a  CT  Scanner. 

2.  The  second  hearing,  they  indicated  there  was  a  need  for 
a  CT  Scanner  but  not  in  an  osteopathic  hospital. 

3.  The  third  hearing,   the  allopathic  community  indicated 
there  should  be  a  CT  Scanner  in  every  hospital  including  the 
osteopathic  hospital. 

4.  The  recommendation  of  the  HSA  staff  was  the  first  CT 
Scanner  not  be  in  an  osteopathic  hospital,   even  though 
eighty  percent  of  the  scans  would  be  done  on  an  outpatient 
basis . 

5.  No  recognition  was  given  to  the  osteopathic  physician 
who  was  qualified  to  interpret  the  CT  Scans.     The  health 
facility  committee  of  the  local  HSA  recommended  that  FOH  get 
the  scanner.     The  Board  of  Trustees  of  HSA  agreed  that  FOH 
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receive  the  scanner.  The  application  and  endorsemert  then 
went  to  the  State  Department  of  Public  Health.     FOH  was 
repeatedly  pressured  to  delay  the  certificate  of  need 
process  so  that  other  hospital  projects  could  be  considered 
at  the  same  time.     We  refused  to  step  out  of  the  guideline 
boundries  of  the  certificate  of  need  deadlines.     We  finally 
receive  our  certificate  of  need  after  undue  delay  and 
harassment. 


The  verbal  abuse  that  the  profession  and  the  hospital 
received  in  the  community  was  tremendous.     This  was  done  at 
public  hearings  and  in  many  different  directions.  Our 
trustees  were  repeatedly  attacked  at  social  gatherings  and 
by  other  means.     The  profession  was  attacked  repeatedly  by 
the  allopathic  community.     This  still  occurs  today  in  many 
social  settings  in  which  I,    trustees  and  fellow  osteopathic 
physicians  are  criticized  because  FOH  has  a  CT  Scanner. 

Since  operational  the  CT  Scanner  has  done  a  tremendous 
service  for  the  community  but  never  has  anyone  given  us 
recognition  for  this  service. 

It  is  obvious  that  when  an  osteopathic  hospital  requests 
certificate  of  need,  never  is  the  unique  role  its  service 
to  the  community  ever  recognized  and  accepted  by  the 
allopathic  community.     We  receive  a  tremendous  amount 
of  lip  service  in  a  private  manner,   but  never  publicly. 

I  am  more  convinced  than  ever,  that  the  osteopathic 
hospitals  need  a  separate  certificate  of  need.     Here  in 
our  community,  Flint  Osteopathic  Hospital  runs  91% 
occupancy.     We  are  a  401-bed  hospital.     We  deliver  more 
babies  than  any  other  institution  in  the  city.  We 
estimate  our  growth  is  5  0  osteopathic  physicians  added 
to  our  medical  staff  in  the  next  three  to  five  years. 
With  this  projected  increase,  we  need  additional  acute 
care  beds.     Yet  we  are  well  aware  that  when  we  do 
proceed  through  the  certificate  of  need  process,  we  will 
be  severely  hampered  because  the  allopathic  community  will 
attack  the  osteopathic  profession.     The  allopathic 
profession  does  not  understand  and  want  to  accept  the 
distinct  mode  of  practice  and  market  penetration  that 
the  osteopathic  profession  has  made  in  community  in  which 
they  servce. 

FOH  is  the  only  hospital  in  this  community  that  has  had 

any  significant  increase  in  its  service  base  in  the 

last  ten  years.     Our  potential  for  the  future  is  as 

great  as  it  has  been  for  the  last  ten.     Yet  we  will 

be  hampered,   harrassed,   and  abused.     FOH  will  definitely 

have  ten  times  harder  time  proving  our  case  because 

we  are  an  osteopathic  hospital.     Not  because  we  provide 

better  care  and  service,   but  strictly  because  we  are  an 

osteopathic  hospital. 
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I  once  heard  a  leading  allopathic  physician  in  this  town, 
say  that  we  try  harder  but  what  he  failed  to  recognize 
is  that  we  also  are  more  successful  and  the  community 
has  responded  to  this  acceptance  of  the  profession.  Yet, 
when  it  becomes  evident  of  our  needs,  we  have  to  with- 
stand tremendous  direct  and  indirect  pressures  to  stay 
within  limited  boundaries.     This  is  completely  against  the 
will  of  the  people  and  only  serves  the  allopathic 
profession. 


W.  'Dale  Fergi 
President 
WDF : be 


V< 
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Sandtis 


2020  Hayes  Avenue 


Sandusky,  Ohio  44870 


Phone  (419)  626-2342 


September  8,  1976 


Michael  F.  Doody,  President 

American  Osteopathic  Hospital  Association 

1211  Connecticut  Avenue,  N.  W. 

Suite  212 

"Washington,  D.  C.  20036 
Dear  Mr.  Doody: 

Enclosed  is  a  copy  of  a  newsletter  published  by  the  "b"  agency 
in  our  area  during  the  time  we  were  applying  for  our  expansion 
program. 

Several  months  after  this  newsletter  appeared  Dr.  Cashman  was 
replaced  by  Dr.  Ackerman  as  Director  of  Health.    Dr.  Ackerman 
recinded  the  "Cashman  decision"  and  gave  our  project  total  approval. 
This  decision  was  in  turn  upheld  by  HEW. 

Also  enclosed  is  my  response  to  the  newsletter  to  the  President  of 
the  "b"  agency. 

Our  main  concern,  even  now,  is  the  complete  lack  of  recognition  of 
the  special  needs  of  Osteopathic  Hospitals, 

Our  Board  of  Trustees  and  our  Medical  Staff  are  committed  to 
maintaining  an  Osteopathic  Hospital  in  our  community.    And  as  a 
result  of  more  Osteopathic  Physicians  joining  our  staff  we  find  it 
necessary  to  expand  we  feel  we  should  be  allowed  to  expand  regardless 
of  the  occupancy  levels  of  non-osteopathic  hospitals  in  our  community. 

Furthermore  we  find  it  difficult  to  believe  that  our  "b"  agency  will  not 
consider  the  fact  that  we  are  an  osteopathic  institution. 
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I  hope  that  this  information  helps  you  and  I  hope  you  are  able  to 
bring  about  and  end  to  this  kind  of  discrimination. 

I  might  add  that  the  federal  government  should  consider  osteopathic 
hospitals  as  an  "endangered  species"  and  therefore  should  do  all  it 
can  to  protect^-otlr' survival. 


James  K.  Johnson 
Administrator 


JKJ:em 


Enc-2 
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Ai.     '•»0|>ati.*-    ?titutiw..  ^N^_ 

2020  Hayes  Avenue  Sandusky,  Ohio  44870  Phone  (419)  626-2342 

January  13,  1975 

Kenneth  B.  Krarkoff,  D.  D.  S. 
President,  Board  of  Trustees 
225  Allen  at  W.  Wayne  Street 
Maumee,  Ohio  43537 

Dear  Dr.  Krakoff; 

I  have  received  a  copy  of  the  HPANWO  newsletter.    In  particular 
your  letter  to  Dr.  Cashman  I  find  in  extremely  bad  taste.    In  addition 
as  the  Administrator  of  Sandusky  Memorial  Hospital  and  as  a  member 
of  the  Erie  County  Health  Planning  Council,  I  find  it  offensive. 

Throughout  the  process  of  gaining  approval  for  our  expansion 
program  we  have  strictly  adhered  to  the  guidelines  established  by 
Section  1122  of  the  Social  Security  Act  and  as  administered  by  the 
Designated  Planning  Agency  of  the  State  of  Ohio.  The'  HPANWO  is 
a  part  of  this  process.  The  Areawlue  Facilities  and  Service  Committee, 
a  committee  of  your  Board,  after  a  thorough  review  approved  our 
expansion  program. 

The  statement  you  made  in  your  letter  to  Dr.  Cashman,  "I  will  find 
it  very  difficult  in  the  future  to  ask  our  committees  and  Board  to 
spend  the  time  and  energy  needed  to  complete  an  exhaustive  review 
which  apparently  is  not  considered"  is  difficult  to  understand.  You 
feel  perfectly  free  to  criticize  Dr.  Cashman's  decision  and  yet  your 
Board  readily  overturned  the  decision  of  the  committee  you  charged 
with  completing  an  exhaustive  review  of  our  expansion  program. 

I  have  no  quarrel  with  the  decision  of  the  Board  of  Trustees  of  HPANWO 
to  deny  approval  of  our  expansion  program.    However,  just  as  the  Board 
of  the  HPANWO  is  the  final  decision-making  authority  in  Northwest  Ohio 
on  projects  like  ours  so  is  the  Designated  Planning  Agency  the  final 
decision -making  authority  in  the  State  of  Ohio.    Through  its  Director, 
Dr.   Cashman,  the  Designated  Planning  Agency  of  the  State  of  Ohio  has 
granted  approval  for  funding  our  expansion  program.    At  this  point 
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I  wonder  why  "the  HPA  NWO  will  continue  to  vigorously  oppose  this 
project".    It  would  appear  to  me  that  your  organization  has  had  input 
into  the  decision -making  process  regarding  our  expansion  program 
and  statements  like  "concession  to  political  pressure",  and  "to  expose 
themselves  to  the  pressures  and  potential  retaliations  of  disgruntled 
applicants"  not  only  seem  out  of  order  but  may  have  legal  implications 
if  those  statements  in  any  way  hinder  or  damage  the  ultimate  approval 
of  our  expansion  program. 

Several  other  statements  in  the  article  allude  to  the  fact  that  the 
HPANWO  is  not  against  the  expansion  of  Osteopathic  Hospitals  or  is 
the  HPANWO  against  the  Osteopathic  profession.    Based  on  your  actions 
and  the  article  in  your  organization's  newsletter  I  find  this  hard  to  believe. 
The  article  in  your  organization's  newsletter  states  that  you  recognize 
the  uniqueness  of  our  institution  and  yet  you  never  considered  this 
uniqueness  when  your  Board  denied  approval  of  our  project.    If  your 
organization's  recognition  of  our  uniqueness  was  adopted  nationwide 
it  would  not  only  mean  the  eventual  elimination  of  Osteopathic  Hospitals 
but  the  ulitmate  elimination  of  Osteopathic  Physicians  as  we  know  them 
today.    I  am  thankful  that  other  states  have  adopted  different  policies 
than  the  State  of  Ohio.    They  have  developed  "certificate  of  need 
legislation  "  that  provides  for  the  expansion  of  osteopathic  hospitals 
based  on  the  need  for  individual  osteopathic  hospitals  to  expajid. 

As  for  the  osteopathic  physicians  joining  the  staffs  of  the  two  medical 
hospitals  in  Sandusky,  I  suggest  that  first  you  get  the  staffs  of  the  two 
medical  hospitals  together. 

I  agree  with  the  statement  that  one  emergency  room  fully  staffed  and 
equipped  would  be  superior  to  three.    In  a  similar  fashion  it  would  appear 
that  two  or  three  strategically  placed  emergency  rooms  in  the  Toledo 
area  would  be  superior  to  nine. 

However,  if  your  rationale  for  this  suggestion  is  the  reduction  of  health 
care  costs  in  Sandusky  you  are  mistaken.    The  hospitals  in  Sandusky 
unlike  larger  metropolitan  hospitals  do  not  have  interns  and  residents. 
The  saliant  point  being  that  even  if  there  were  one  emergency  room  in 
the  Sandusky  area  Sandusky  Memorial  Hospital,  out  of  concern  for  the 
health  and  well-being  of  its  patients,  would  still  maintain  twenty-four 
hour  physician  coverage. 


619 


In  conclusion  I  would  agree  that  this  is  not  the  time  for  planning  by  pressuru 
groups  although  the  IIPANWO  is  fast  taking  on  the  appearance  of  one.  I 
further  agree  that  it  is  the  time  for  statesmcnship  and  in  that  light  I  will 
be  happy  to  meet  with  you  and  other  representatives  of  the  HPANWO  to 
discuss  the  future  of  the  health  care  delivery  system  for  the  City  of 
Sandusky  and  the  surrounding  communities. 

Sincerely, 

James  K.  Johnson 

Administrator  ^ 
JKJ:em  * 

cc:        Casper  Weinberger,  Secretary,  Department 

of  Health,  Education  &  Welfare 
Eugene  Rubel,  Director,  Comprehensive  Health 

Planning  Service,  Department  of  HEW 
E.  Frank  Ellis,  M.  D.  ,  Regional  Director, 

Region  V  --  Department  of  HEW 
Frederick  Robbins,  Ch?.irm?.n.  Ohio 

Health  Planning  Advisory  Council 
George  L.  Mylander 
John  Wasylik,  O.D. 
Sam  Long 

Casper  Weinberger,  Secretary 
Department  of  Health,  Education  &  Welfare 
330  Independence  Ave. ,  S.  W. 
Washington  D.  C.  20201 

Eugene  Rubel,  Director 
Comprehensive  Health  Planning  Service 
Department  of  HEW 
Parklawn  Bldg.  ,  Room  743 
5600  Fishers  Lane 
Rockville,  Maryland  20852 

E.  Frank  Ellis,  M.  D. 
Regional  Health  Administrator 
Region  V. 

Public  Health  Service 
300  South  Wacker  Drive 
Chicago,  Illinois  60606 

Frederick  Robbins,  Chairman 
Ohio  Health  Planning  Advisor  Council 

Dean,  School  of  Medicine  --Case  Western  Reserve  University 
2119  Abbington  Road 
CLcve\-it<^.,  Ohio  44106 


George  L.  Mylander 
155  Sunset  Drive 
Sandusky,  Ohio  44870 

John  Wasylik,  O.D. 
540  Buchanan  Street 
Sandusky,  Ohio  44370 

Sam  Long 

Health  Planning  Association  of 

Northwest  Ohio 
225  Allen  at  W.  Wayne  Street 
Maumee,  Ohio  43537 
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Sondiisky  Memorial  Hospital  -  Denied  Approval 
By  HPAISIWO  -  Granted  Approval  For  Funding 
By  Dr.  John  Cnshman  -  Secretary  of  HEW  Is  Next 


Tin;  Rciard  of  Tnislrcs  of  llic  lltjilli  I1.iniiiii|!  A!Ko<;l.iliim  of 
Norlll^.v^l  Ohio  (lll'A\\V(1),  mi  Ocl-.tur  ZX,  1974.  I.y  a  15-5  vole, 
ffcoinini  ndcd  llu-    priiiioscd    |ir<>j<'cl   of  Sandusky  Miiiiurial 

ll<i>.|iil;il  to  add  21  inc  dic.il  siirpcal  Ix-d.s,  lie  disapproved. 

Dr.  Ki  imclli  Krskoff.  rrcKidcnt  of  llir  Hii.iril  of  Tnislers,  sl.ilcd  llial 
llic  tlis.ijtiirov.iJ  \v;is  nut  intciidrd  as  an  altarl;  on  .S.inilii.sky  .Memorial 
llospilal  or  on  Sanilii^kv,  Ohio.  Il  was  laki  ii  lireausc  Sandusky,  Ohio  is 
prr.M  iilly  li.idly  ovrr-lwdiU d,  with  a  supply  of  niiiised  acute  can-  licd» 
rxisliric  .nl  l'ro\ idiim-  and  Good  S.iin.irilan  llosiiilnis,  No  rnpilal 
rxpendilurc  is  required  to  use  lliese  facilities,  jtisl  a  coopcraiivc  sfiiril. 
Tlie  deusi.iii  by  the  lll'AWVOs  board  was  to  linn;;  .nl.out  fiirllirr  l.ical 
consideration  of  liie  prolileni  ,uid  to  eneoiirace  sliariri^  of  fjrilities  and 
Kr^  ices.  .is  well  a.s  pronintc  liellcr  iitillMlioii  of  Ihcc  alrca.iy  Imill  and 
availalilc  ! 


People  wtio  arc  coiicrriu  d  .iboul  the  risinp,  costs  of  liralUi  care  must 
reali/.e  lliat  the  solution  to  these  prolJeins  are  often  in  our  own  hack 
yards.  I'eoplc  of  Krie  Couiily  do  not  ha\e  to  look  far  to  dclcrniine  some 
of  these  factors  in  rifins  lie.-dtli  earc  costs. 

The  IIPANWO  b  not  t^Jdnp  a  position  which  is  to  be  regarded  as 
attackiii;;  the  osteopathic  medical  profession  or  hospit.il.  We  recognize 
thai  i)i.i;iy  persons  have  cxIiiLiiled  a  elioice  for  care  Ly  osleoiialhic 
physicians,  and  we  believe  this  care  is  of  the  hi;.'licsl  (|ii;Jily.  Il  is  our 
opiruoii  tliat  tliis  care,  can  ajid  siiovdd,  where  tlie  situation  indicates,  be 
provided  in  aiiv  ho.'pilal  in  the  connunily,  as  it  is  in  other  areas  of 
Ohio  and  Die  Nation.  The  lll'ANWO  rcilizcs  lliat  Sandusky  Memorial 
llo=[iit:  !  15  in  need  of  modernization  .vid  has  supported  tliat  comiioMeiit 
of  the  plan. 

The  Ohio  Department  of  llealtli,  itself,  lia.s  said  that  there  is  a 
Mirplus  of  hospil;'j  beds  in  iiie  Ceiuniy  now.  iii  .',.\">VO"»  iiocsil-jiioii 
has  revraied  that  osteopatliic  physicians  may  a|iply  for  hospital 
pfivihiV's  at  Good  ."Samaritan  llo^pilal.  A  letter  is  on  file  at  tlie 
■lirA.M\0  office  So  tlial  effect.  All  iteneral  hosiiital  facilities  oii^Jit  to 
be  availalilc  to  osteopathic  physicians  and  tlie  atmosphere  ought  to  be 
one  in  which  they  feel  comfortaible. 

The  future  of  the  matter  appears  to  be  that  osteopaths  and  M.D,'s, 
and  to  some  extent,  the  hospital,  would  rallu  r  fi::ht  than  switch.  The 
lll'ANWO  does  not  feel  that  such  an  atlilude  is  maliire,  re.^sonab!e.  nor 
ill  tlic  licsl  interests  of  the  hcillh  of  llic  people  of  Lric  County  .and  llic 
Sanduski,  area.  In  the  event  asrecment  cannot  be  achieved,  il  is  the 
rc-poii'-iliilily  of  the  eomnmnity  to  resolve  this  issue  of  what  lo  do  with 
Ihe  oveil:i|>piiig  of  beds. 

On  Ocloher  25,  1974,  Dr.  John  Cislim.in  ieiied  the  following  letter 
Il  Mr.  G.  I...  MylandiT,  President  of  Sandusky  Memorial  Hospital 
Corporation: 


N'ovcmlier  25,  1974 

Mr.  Gruiys  I-  Myl.-Uider,  Piesidonl 
Sanilusky  Mrmoriid  Hospital  Corporation 
2020  ll.:»es  Avenue 
Sandusky,  Ohio  441(70 


Dear  Mr.  Mylandcr: 

As  Dinetor  of  the  De.i:;nate.l  Pla 
.Sren  tary  of  the  United  .Stales  Dep. 
Welfare  Id  earr)  iml  Ihe  pruvision 
Seenrily  Aet,  I  wi  ;li  Pi  lieo  hy  advi 


In  lie:  01)11  I'ih-  No. 

A4-092I-I1 
Aivney  aiilhori/.i'd  by  the 
it  of  lh'.,llh.  I'.diieation  and 
sieli.in  I  122  of  the  .S<«i.il 
11  that  llu  |>iti|iosid  ejpil.al 
rvv.  il  ill  .leeiiid  iiiee  with  mir 
lily  with  "eriteria,  tilaniljrd.i 


IIS  il.vel.iped  pur-uuit  lo  iIh'  ISil.lii 
i,.Ms,Seeli,„i  IOI).llll(.-i)(2)). 


allh 


erviee  Ael 


(l(e;.iiVi 

In  Miliiiiillinc  this  fiiidiii;;  lo  the  Seerelary,  however.  I  sliall  n  eoiniiiend 
lllnl  he  II. >l  evelude  li  iiiihnrM  iiieiil  tor  capital  ex|ii  uses  under  Tllle.H 
XVHI,  .\l\  and  V  on  the  r.r.iunds  lli.il  Sandusky  .Meriiuiial  lloipilal  Ii.ti 
I  oniprellellsive  lieallll 


care  »errlee«  effieiently,  rffeelively  ami  reoiininically,  and  that  rxclll- 
siiHi  would  di.se<iiir,ai;e  Ihe  «|N'ratioii  of  tlie  faeilily"  (Kei.ndatioiili. 
Sectioti  10U.I04(b)(2)). 

Name  of  Faeilily:    SaiNlusky  Memorial  lluapital 

Type  of  Project:      Expaiirioii  and  Modrniir.stlon 

KstimiilcJ  Cost:  tt.510,000 

AllhotiRli  Ihe  aliove  finding  is  ill  coiicrrl  with  (lie  findings  of  the  Hoard 
of  Trxistees  of  the  lli  .illh  I'laiiiiiiig  As.siieiali<iii  of  Norlliwi  sl  Ohio,  Uic 
reeoiinneiidjlion  that  ea|iit;il  expi  ii.ses  Ih-  ineliidi  iI  in  deleiiiiiiiing 
reiniliiir.siMnetil  iiiider  federal  programs  is  a  DPA  decision  not  ri'dcelivc 
of  die  Uoard'n  intent. 

The  eomliined  negalive  Tinding  and  poiiilive  recommend  at  ion  is  a  resill 
of  our  intention  lo  clearly  indicate  the  DPA  V  d<  leniihiatioii  lo  sup|>orl 
liotli  the  applicahU'  plaiuiiiig  docuiiunls  and  the  |ilaniiiiig  process  while 
at  the  same  lime  rec(i:;iii/.iiig  die  severe  5pati:d  problems  at  ."^aiiilusky 

Memorial  Hospital  J  the  I'att  that  sever.d  uniiiue  factors  are  operating 

in  th<  foiiiiniiiiily  nliieli  seem  to  preclude  inipteinenlation  of  optimal 
planning  crilrria  at  this  lime. 

Plca.sc  observe  that  tlie  DPA  does  not  expect  this  decision  lo  serve  u 
the  iiiipetus  for  the  continued  isolated  planning  by  area  hospitals. 
Instead,  it  is  hoped  that  llic  events  of  the  past  several  months  have 
visibly  illustrated  that  community  wide  planning  is  a  neci  .vsil\  if  health 
care  services  arc  lo  be  provided  in  an  alinosplierc  that  proinoles  quality 
yet  fosters  cost 

Inasmuch  as  Section  100.106(c)  of  the  Iteinilations  provides  the 


applicant  with  an  I'pvoi  tunity  lor  a  fair  hearing 


of 


adverse  finding  or  r-  •i.tnieiidalioii,  I  wish  lo  advice  you  thai  a  request 
for  an  appeal  of  i  >  vision  to  the  Puhlie  Health  Council  must  |>e 
received  by  tlie  Di  .  'Iiiii  diirly  (30)  d.iys  of  your  receipt  of  this 
letter.  The  details  c:  i  Mir  hearing  proces\>  can  be  found  in  the  Project 
Sponsor  Guideline  Ni     iJ  forwarded  lo  you  earlier. 

Plea.sc  Ik  advised  th.il  I  have  charged  my  staff  .and  Oie  Health  Plannini; 
A.ssoeiation  of  Northwest  Ohio  to  follow  In  the  future  the  degree  lo 
wiiicli  iJie  joint  rcsp'insihility  of  arcawide  pl.iiuiiiig  and  comlination  of 
services  and  facilities  is  being  achieved. 

Should  you  have  any  questions,  plca.se  note  that  llie  files  of  the  DPA 
are  now  open  for  your  iiis|>cction.  If  you  have  any  questions,  feel  free 
lo  call  or  write. 


Very  truly  yolirs, 

John  W.  Casliinan,  M.D. 
Director  of  Health 

cc:  r.  Kraiik  Kills.  M.D. 

Kcgion.al  Health  Administrator 

Hegion  V 

Public  Health  Service 
300  .South  Waeker  Delve 
Cliieago,  Illinois  60fi(l6 
Health  Planning  ,\s>.iei; 
Manmee,  Ohio  435.17 


of  NortliwesI  Ohio 


In  response  to  the  letter.  Dr.  Keimelh  Krjkoff,  President  of  Ihe 
Hoard  of  TiMslees  of  the  IIPANWO,  wrote  llic  following  letter  lo  Dr. 


John  Cashiiiaii,  M.I).,  Director 
Ohio  Departiner.l  of  lleallli 
P.O.  Ih.x  lilt 
Cohunliu.s  Ohio  .1.12 If) 

Dear  Dm  lor  Caihtnan: 


Deqeliilx  T  T,,  1974 


eniiiir.   the   a|ipliealiiin  of 


rd  proof  of  capability  In 


I   reeelveil  your  eiuiuiiuiilealioii 
.t^andiiskv  Menion.il  ll..  .pit  J  under  Par.r-rjph  1122  ol  P.I.  '»2  li 
Mirprisi ,  ineonipreheiisiiiii  ami  roiisideralile  |ii'r>.<iiial  res<  nlnieiil 
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ll  liu  Irrn  iiiv  iinili  rslaiiiliiiu  aii<l  clul  of  llic  ullirr  voliiiitrrrs  aiK) 
•taff  of  llir  IIimIiIi  I'l  nMiinE  A-.(n  i.ilion  i.f  Ni.rUiwr,!  (Ilii.,  lliirf 
wi-rr  very  r\pln  il  rctiiitmitfiits  !k<IIi  imi'I't  lliinlnK  .mil  t'<>li''i<''<  of  llic 
l)i  |).irliiii  nl  of  lli  .ilili.  I'.lin  MlioM  .unl  W,|f.irc,  emu  .  rum::  riHii|irc- 
lu-nvivT  hraltl)  )>l.iiiiiin:\  alKiiil  tlir  iii.iiii(i'n:it)rr  of  ln;-.li  shiniljnls  »( 
lirjilli  care  jml  illn  lin-  cost  roiilrol  nir.Mircs.  Coii-islciU  wilh  lllin 
Hiiili  i^laiiJiiis.  till-  pmiilr  of  lliii  iH  y  have  iinilrri:ikrii  srvi  ral  very 
txliaiislivr  rrvirvvs  an<l  liavr  lakrii  anil  inainlaiiiril  mhiic  |io.iilU>ii!i 
»1iicli  wrrr,  at  lirsl.  iiii(ilias.iiil  ami,  in  some  cases,  dainap.nv  lu 
|»cri>onal  ami  Imimhcss  rcl.iliofi^liips.  1  lio*;r  of  us  who  have  U-rii  tiivolvr<l 
in  Ihrsr  ciiili  avors,  h.ix  a.n  iil.  il  Uiis  .is  pari  of  Ihc  prior  llial  must  be 
paid  ill  orilrr  to  accoiiipli-Ji  tin-  plaiiiiiii!;  for  lieallli  to  whu  h  wc  have  all 
Lccn  coiiimiiud. 

The  jiositioii  \\Hiich  wr  look  in  this  inslanco  was  arrivrri  al  afirr  a 
tcrifs  of  very  coinplrli-  ami  clilfirull  lii  ann  vs.  The  denial  of  liiisappli- 
calioii,  as  I  hope  von  .in-  aware,  w.i^  h.iscd  upuii  llir  rniivjrlic»i  iJi.nt  if 
tlic  coinmnnity  of  .Sandn.ky  fdl  ili.il  S.nidusky  Miinori.nl  llospilal 
needed  the  adililional  beds  il  was  inc  nmU  nl  n|>on  llial  connnunily  In 
decide  and  plan  for  eonvnlidation  of  srn  iccs  .ind/or  el*)snrc  of  iK-ds  Ui.tI 
arc  iiol  Iteinj:  nlili/ed  in  liie  oUier  area  hospitals  so  xs  to  represent  no 
net  increase  in  l>rd  c.ipacity  in  the  area.  The  ri  niodrliii';  of  the  hospital 
was  not  an  issue;  and  ;is  a  mailer  of  fael,  it  was  sntTCSted  to  the 
hospital  that  tliey  ini^lit  itubinit  another  application  Hiat  rneompasM'd 
tl>c  rcmodelins  willioul  the  additional  beds. 

It  is  obvious  that  yo*ir  position  of  not  afiprovin;;  llie  application, 
bnt  of  not  denying:  reimhnrscTnenl,  is  dc  farlo  approval  of  the  project. 
This  Ix^iiij  llie  ca.-i-,  \  <ni  have  not  onlv  denied  sipporl  to  this  agency, 
but  have  very  effeclivcly  sibverlcd  llie  entire  tlinist  and  ine.nniii!!  of 
comprehensive  hcallli  plannins.  Il.id  llli^  ^itllalion  arisen  in  an  aica  that 
had  not  been  Liliciid  by  llie  Iiisirame  Commissioner  of  Ohio,  in 
ngreeinenl  witli  our  data,  as  llic  mosl  ovLr-l>cddcd  county  in  llic  Slate, 
Ihcrc  inii:lil  coneen  ably  l>e  some  jusliticilioii  for  it.  ilul  in  tlit  present 
eircnmst.mcc,  1  can  conceive  of  no  v.iiid  reason  for  this  act  oilier  than  a 
concession  to  polilicd  pressure.  The  merits  of  this  particular  ca.^e  were 
very-  clear  under  llic  te((iiireni.  nts  of  llic  l.iw,  Dcpartnu  iit  of  llcallli, 
F.diicalion  and  Welfare  and  Ohio  rc;:iilatioiis,  and,  indeed,  common 
bcnac. 

1  will  find  it  very  difficult  in  llie  future  to  ask  our  committees  and 
Board  to  spend  llie  lime  and  eiupjy  needed  to  complete  an  exhaustive 
review  which  appar'uUy  is  not  considered;  and  in  tlie  event  of  a 
rccalive  findins,  to  cvj'Osc  themselves  to  the  pressures  and  potential 
retaliations  of  di.-^;pintled  applicants. 

In  coiiclu.sion,  I  will  take  the  opportunity  to  remind  you  lliat  wlule 
yon  Ii.ive  li.id  the  sim<-rl  contract  from  oiir  aL'ency  t'or  many  weeks,  we 
have  so  far  not  rereived  a  signed  conlr.iei  from  your  a;;eiiey  and  will 
further  remind  von  llial  to  date  wc  have  not  received  fundinsj  called  for 
umierl'.L  92603. 

Our  next  Hoard  of  Tivslcrs  mcetin.;  is  si  liediile.i  for  Tiinrsday, 
Occn.-.'^T  1<'VI  al  (r.-;C  f.m.  :it  <!ie  .<io..v  l!id:-e  liol„by  Inn.  I'.xil 
5  of  iIk-  Turnpike.  I  will  r,-conii.;i  nd  to  llu  i:u.:rd  al  that  lin'.o  that  wc 
Slo|i  diiin?  92-003  reviews  iililil  llie  eol.lrjet  and  lundil.-  al.  received 
and  a  firm  understandinu  is  arrived  at  In  tween  our  Hoard  and  the  Ol'A 
as  to  the  effettivrm  ss  of  our  reviews. 

Very  tnily  yoiii-s, 

Kenneth  R.  Krakoff,  D.D.-S. 
rrcsideiil.  lioard  of  T  mstees 

KIIKAjml 

c/c:     Ca.sper  \\'«  inlM-r;'er,  Seerrlarv,  Oeparlmeiit 
■      of  lle.dlli.  Kiliie.ilioniV  Welf.ir.- 
Kupene  Kill..  1.  Dirertnr.  Conipr.  hensive  llcllth 

ri.innin:'  .S,  r»  i.  e.  I  l.  p.irllilenl  .,1  lU  .W 
F..  I'rallk  I  111-,  M  l).,  l;r..i.„,.il  line.  I„r, 

ltr;;ion  \'   -  I  )i  p:ii  liiient  ot  lll.W 
Krnm  II,  I).  .-^I..  ll.  r.  In  iiranee  I :..niniissiolier, 

Slal.-  ..f  ()!,„, 
C..ve,n..i  J..I...  CHr,,,! 
l'l.M.l.l.K..fl'....ud.,r  Inisl.esofll" 

Arenel.M.i  (;ln.. 
Kre.|.-ri.  k  l{..l.i,i.,-,  l  l,.,irni.,n,  01. i.. 
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11lU  II  llir  Klory  of  diurreeinrni  ..ii.<  r.Miflirl  II  i..  m.  wr<l  ly  ■.4iir 
m  North wi'si  Ohio  vrrsiM  .Samlii-kv  M.  iii,,rial  ll.i-pii  .,1  ..r  I  .,l.  ,l,>  v<  i-ii,< 

.Saildu.sky.  Tl,.-  f.i.  Is  are  rl.  ar  Ih.il  ll.i.  .1,  ,  ,.„.ii  .v.,<.l,l  p.  ,        San.l..  I.v 

Mi  inorial  Il..-pil.il  I.I  proeeeil,  if  Mipp<.rleil  hy  Ih.  .S.  .r.  ljry  of  III  AV 
and  by  Ur.  C.iNlini.in. 

The  lll'ANU'O  will  conlinn.'  I.i  vi^.irniisly  i.pp.,^   ihi,  pr.>).ri. 

brcausr   H   f.  i  Is   that    the   c  linilv   of  S.ni.lo-ky.  ,1s  Ir.i.h  n.   I 

citizens,  doelors  and  patieiils,  ;J  I.I  reeoi'iiiw  Ihr  nied  to  work 

lORelher  hi  a  e,"iperativr  s|Mril  and  t..r  U  llrr  In  allli  t  arr  and  coiilrnl  of 
health  rare  ro. Is. 

The  lll'ANWO  has  never  stateH  that  we  wish  I.,  pr.  vent  Saii.lnsky 
Memori.ll  llos(>,l.d  fr.mi  expaiisii.n.  v,,,, ,  w.-  d.i  r.  .  ,./•'  ih.  ,r  i,< .  <|.  .is 
a  unique  inslilnl,..,,  x  rvii,;;  pi  ..ple  of  N.irthw.  st  (lln..  \\\  .1.,,  I,..ivi  \.  r. 
slate  that  foni.  n  <■  of  or  a.lj.isl.il  ..f  .  x,,li„;-  -.  r.,.  ,  .  :,„.!  („  ^ 
sliould  b.'  nin.l.'  iK'fore  ,,.hl,l,<.n.d  I, ..  p. I  d  Ix  ds  ar,  > .  .i,sl  I.  .1  „.  ll,e 
comiiiunity.  The  lll'ANWO  ilo<  s  sii|,port  ll„-  i„  ,  .1  Inr  „,...l,  ri,i/jii,.n 
and  upcradini;  of  the  Sandusky  Mi  niorial  llo  pilal's  .„i.  ,ll,,r)  M  r>  ,i;c 
areas. 

The  lIPAiNWO  I, .IS  not  created  the  (ndicy  dial  we  will  noi  p.  niiil 
expansion  of  osl'opalliic  hospital  faeihli. >,  imr  l,:,v,.  w.-  a.lopi.-.l  a 
policy  of  forecf.il  inerp  r  of  M  D.'s  .mil  I)  I)  V,  W  .  .1,,  f,-.  |  ih.ii  all 

hospitals  are  provnh  il  and  paid  for  by  Ihr  com  inly  and  lli.nl  willi 

increasing  cxpensi-s  in  health  care,  it  is  (,ur  res[iiinsilMlti\  lo  eiitimr..;:.-  a 
sharing  cons.itidjli  .ii  to  promote  opiimal  ii-.-  i.t  i\p<-.isivr 
facililies.  Osl.  u|ialhic  liost.itals  will  U-  apprn.  il  for  i -.pjn' m.-i  .n.d 
eiJarccmcnl  in  die  fulure,  depending  on  Uic  d.  inonslrated  need  and 
cooperative  efforts  shown. 

What's  the  next  step  as  wc  see  it?  The  IIPAWVO  feels  that  the  tim  e 
hospit.ils  in  Sandusky,  with  medical  staff,  lioard  and  civic  h  aderslup, 
sliould  U-pii  iniincdiate  discussions  on  cooperative  effort  in  s.x.  ral 
areas  including:  emcrv'eney  medical  sen  ires.  One  en;er;;ctiev  riKtm  fully 
staffed  and  equipped  would  be  superior  to  dine.  Diseusjions  on 
obsti  Irical  service!,  and  [ledialric  s.  rvie.  s  sJioilld  hi-  lakiii-  pl.ire  to 
determine  if  a  plan  of  ennsolidalion  can  U-  achieved. 

Medical  ^laffin;;  .sliotild  be  discussed  and  a  rliinate  of  eonp.-ratiim 
should  exist  between  M.D.'s  and  D.O.'s.  The  lirANWO  h.  liev.-s  dial  the 
leadersliip  exisia  in  llic  Sandusky  area  to  do  just  lli:ii  and  we  pied;%-  our 
assistance  lo  dial  end. 

The  issue  of  what  to  do  willi  rcinainins  unused  h.-ds  in  Sandusky 
remains  a  serious  one,  winch  tJioiild  .iso  i«;  coop.  raiiv e;y  a.iiin  s-i:u. 
This  is  not  die  lime  for  planiiiii;;  by  presstire  croups.  It  i>  tlie  time  for 
statcsmansliiji,  cooperation,  and  in  the  spirit  of  the  si-asun,  a  little  real 
love. 

NOTE:  This  project  is  one  of  the  first  in  Ohio,  under  P.L  92-603, 
vliich  requires  die  lIPANWO's  review,  the  Slate  ll.^illl,  Deparlinents 
review  and  die  S.  cretary  of  lllvW's  revi.  w,  for  lieallli  facililv  projects 
costinp  in  excess  of  i-100,000;  whii  h  ehaives  dn  mnnhi  r  uf  l>.'d>;  or 
substantially  eli.in^e.s  the  services  in  a  hospil.ii.  'Ilii>  i.-rojecl  w-as 
approved  by  Uic  V.ric  County  Ih-allli  llaimin:;  C.iuneii  and  the 
Areawide  Tacililies  and  Services  Coininittc-  of  llic  IH'A.NWO.  The 
Hoard  of  the  lll'AiNWO  is  die  final  decision-in.ikm;  anlliorily  in 
Northwest  Ohio  on  such  projects,  ami  it  r.  commend.  .1  .iisa[.proval. 

This  article  is  pasenled  lo  inform  die  rea.l.  is  ,,r  il„  \.  «.|,  iier 
conccriiiri!;  llii-  i  sue.  We  w,l!  U-  cla.l  lo  pnni  r.M.  ii        i..  il.i-        le  hs 

per.snils  Wislll.l.    lo  l,-.i,„.l,l.l.  .oim.:   .,!,  :         .  .   ,  !         ^>  li 

exercise  the  n  dil  to  choose  ll.ose  iiiosi  r.  pr.-senl.iliv'  \ ..:  ..lU- pom:', 
of  view.  The  lll'ANWO  wisln  s  lo  i.i.,ke  ii  el.  ar  di.il  ii-  pnl,,  v  lor  .,  d 
moratorium  on  hospitals  in  Norlhw.  sl  Ohio  is  shll  in  d..  el  .m.l  vwll 
continue,  in  spile  of  this  decision  by  Or.  Ca.sliinan  and/or  lU.  .S.  en  iary 
of  lltW. 
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ART  CENTRE  HOSPITAL 


OSTEOPATHIC 


543S  WOODWARD  AVENUE  •  DETROIT.  MICHIGAN  48202 
131-6660 


o  o 


R.  S.  WILOISH 


September  3,  1976 


Mr.  Michael  F.  Doody,  President 
American  Osteopathic  Hospital  Association 
1211  Connecticut  Avenue  N.W.,  Suite  212 
Washington,  D.  C.  20036 

Dear  Mr.  Doody: 

This  is  in  response  to  your  Mailgram  of  September  1,  1976,  regarding 
discrimination  against  Osteopathic  Hospitals  in  the  State  Certificate  of 
Need  and  planning  process. 

In  1974  Art  Centre  Hospital  filed  for  a  Certificate  of  Need  to  replace  its 
original  hospital  with  no  increase  in  beds.    This  was  denied  and  was 
appealed  to  the  State  Facilities  Health  Commission.    Their  hearing 
officer  reversed  the  State  Department  of  Health's  decision  and  recommend- 
ed approval.    The  State  Health  Facilities  Commission  then  disapproved 
their  own  hearing  officer's  recommendation  and  Art  Centre  Hospital  was 
denied.    One  of  the  reasons  stated  for  the  denial  of  a  Certificate  of  Need 
to  Art  Centre  Hospital  was  that  issuance  would  perpetuate  overbedding  in 
an  already  overbedded  area.    At  that  time  Art  Centre  Hospital  was  the 
only  hospital  denied  and  Certificates  of  Need  had  been  issued  to  other 
hospitals  throughout  the  state  in  similar  overbedded  areas. 

We  are  currently  in  the  process  of  appealing  this  in  the  Circuit  Court. 
At  that  time  Art  Centre  Hospital  was  the  only  hospital  that  had  been  denied 
a  Certificate  of  Need.    Since  this  date  a  Certificate  of  Need  has  been  issued 
to  a  hospital  in  our  own  district  for  renovation.    It  is  impossible  for  us  to 
determine  if  Art  Centre  Hospital's  \mfortunate  decision  was  an  act  of 
discrimination. 

Should  you  have  any  questions  regarding  this  matter,  please  do  not  hesitate 
to  contact  me. 


Sincerely, 


RSW 
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ELMER  J.  LEE.  D.O. 
PHYSICIAN  *  SUROEON 

MILES  D.  LEE.  D  O. 
PHYSICrAN  ft  SUROEON 

VIRGIL  L.  SHARP.  D.O. 
PHYSICIAN  S  SUROEON 

C.  JOHN  NICKLE.  D.O 
PHYSICIAN  S  SUROEON 

December  27,  1977 


LEE  CLINIC 

920  I2TH  ST. 
OREELEY,  COLORADO 


Mr.  C.  Robert  Benedict 

American  Osteopathic  Hospital  Association 

Washington  Office 

603  Pennsylvania  Avenue  SE 

Washington,  DC  20003 

Dear  Mr.  Benedict: 

Mr.  Oshinsky  has  given  me  your  letter  of  December  5,  1977. 

I  have  taken  the  liberty  to  enclose  some  of  the  arguments  we  intend  to 
present  to  our  local  HSA  regarding  the  discriminating  national  health 
planning  guidelines. 

As  far  as  personal  discrimination  is  concerned,  I  was  twice  turned 
down  by  Weld  County  General  Hospital.     First  for  staff  privileges  and 
general  surgical  privileges  and  on  a  second  application  turned  down 
for  straight  staff  privileges.    These  privileges  were  asked  for  after 
ten  years  of  practice  in  this  community.     This  action  took  place  about 
1972. 

During  the  process  of  these  applications,  I  met  with  the  application 
screening  committee  and  Dr.  Bemerd  Wolach,  a  local  urologist,  was  so 
extremely  rude  that  it  was  even  impossible  to  answer  the  questions  that 
were  asked.     His  forceful  accusations  and  interuptions  made  it  impossible 
for  any  kind  of  presentation  for  this  committee.     It  was  recommended  that 
I  talk  to  the  executive  committee  of  the  staff  following  this  meeting. 

In  an  executive  committee  of  the  staff,  I  was  informed  by  Dr.  Fred  B. 
Groves ,  that  I  could  never  do  general  surgery  at  Weld  County  General 
Hospital  unless  I  went  to  some  insitution  and  took  adequate  training. 

The  physicians  that  have  been  accepted  at  Weld  County  General  Hospital 
have  been  general  practitioners  with  one  exception,  an  eye,  ear,  nose 
and  throat  man  who  has  only  had  one  year  of  speciality  training  and  does 
not  desire  to  do  EENT  surgery  at  that  hospital.     He  has  been  active  in 
assisting  other  eye  surgeons  in  their  surgery. 

Briefly  my  background  is  as  follows : 

1.  Born  and  raised  in  this  same  community. 

2.  In  highschool,  my  grades  were  in  the  upper  10%  of  my  class  and 
I  was  involved  in  athletics  where  I  received  an  award  for  the 
outstanding  athlete  of  the  highschool  and  during  my  stay  was 

a  state  champion  in  wrestling. 
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3.  I  was  accepted  to  the  University  of  Michigan  and  had  an  athletic 
scholarship. 

A.  While  attending  the  University  of  Michigan,  I  was  number  three  in 
the  national  collegiate  wresting  championships  and  received  the 
FIELDING  YOST  award  for  combined  athletic  and  academic  achievement. 

5.  After  three  years  of  pre-med,  I  was  accepted  at  the  College  of 
Osteopathic  Physicians  and  Surgeons  in  California  where  I  was  in 
the  upper  15%  of  my  class  and  number  two  on  the  senior  qualifying 
finals.     I  was  president  of  my  professional  fraturnity,  Iota  Tau 
Sigma. 

6.  I  was  accepted  at  the  Los  Angeles  County  Osteopathic  Hospital  for 
internship,  a  coveted  internship. 

7.  Following  my  internship,  I  was  accepted  in  one  of  two  general 
surgical  residencies  available  in  the  state  of  California. 

8.  On  completion  of  my  residency  in  general  surgery  at  Long  Beach 
Osteopathic  Hospital,  I  returned  to  practice  in  my  home-town  of 
Greeley,  Colorado. 

9.  During  the  eleven  years  of  practice,  I  was  accepted  as  a  member 
in  the  American  College  of  Osteopathic  Surgeons. 

10.  Following  acceptance  in  the  American  College  of  Osteopathic  Surgeons, 
I  successfully  passed  the  boards  of  general  surgery. 

11.  Following  being  turned  down  at  Weld  County  Hospital,  Dr.  John  Grow 
,  Sr.,  an  eminent  cardiovascular  surgeon,  head  of  the  Grow  Surgical 

Group  (eight  cardiovascular  surgeons),  allowed  me  to  scrub  in  open 
heart  surgery  for  one  and  a  half  years  every  Tuesday.     He  certainly 
accepts  me  and  speaks  well  of  my  work.     It  is  unlikely  that  a  better 
physician  exists  in  the  allopathic  profession  in  the  state  of  Colorado 
than  Dr.  Grow. 

In  conclusion,  I  apologize  for  having  to  list  some  of  the  places  where  I  have 
excelled  over  the  years  but  it  is  difficult  to  establish  any  kind  of  discrimin- 
ation unless  you  know  something  about  the  Individual  you  are  dlscrlbing.  I 
hope  this  is  helpful  and  I  would  be  glad  to  h^lp  you  in  any  way  that  I  can. 

Sincerely  yours. 

Miles  D.  Lee,  D.O. 
ck 


Enclosure 
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December  28,  1977 


THE 

GRAND  RAPIDS 
OSTEOPATHIC 
HOSPITAL 


A  non-profit  community  teaching  hospital 


The  Honorable  Frederic  A.  Grimm 
3278  Roosevelt  Road 
Apartment  T-IO 


Muskegon,  Michigan  49441  ^r'- 
Dear  Judge  Grimm; 

Recent  action  of  the  West  Michigan  Health  Systems  Agency  Board  with  serious 
potential  Impact  on  Grand  Rapids  Osteopathic  Hospital  prompts  this  letter. 

It  Is  our  understanding  that  a  motion  was  defeated  14  to  13  on  the  question 
of  allowing  an  Osteopathic  Hospital  obstetrical  service  to  be  exempted  from 
the  proposed  Health  Systems  Agency  goal  of  1,500  minimum  deliveries  per 
year  In  population  centers  of  100,000  or  more.    A  letter  from  Mr.  McCarthy, 
our  President,  had  drawn  your  attention  to  the  fact  that  strict  Interpreta- 
tion of  that  goal  could  close  all  but  one  osteopathic  obstetrical  service 
In  the  entire  United  States  (actually,  there  are  two  hospital  corporations 
which  could  meet  this  goal;  however,  only  one  Is  a  single,  unitary  Insti- 
tution); this  purely  on  the  basis  of  arbitrary  numbers  and  with  no  objective 
analysis  of  comparative  cost  or  outcomes  In  terms  of  successful  deliveries 
of  health/ Infants  from  healthy  mothers.    This  also,  despite  the  fact  Grand 
Rapids  Osteopathic  Hospital  has  demonstrated  mortality,  morbidity  and 
length  of  stay  statistics  equal  to  or  better  than  most  centers  that  deliver 
In  excess  of  2,000  babies  a  year.    (See  Michigan  Department  of  Public  Health 
"Perinatal  Mortality  By  Hospital  Birth,  Michigan  1970-72"  as  distributed 
June  23,  1975.)    We  are  hospital  number  133  In  this  study. 

The  HSA  Board  members  should  be  aware  of  the  Impact  on  services  to  this  com- 
munity should  It  propose  to  force  closure  of  the  obstetrical  unit  of  Grand 
Rapids  Osteopathic  Hospital. 

I .    Closure  of  the  postdoctoral  training  program  for  Interns,  A 
rotating  Internship  In  an  AOA  approved  osteopathic  hosptta 1  Is 
required  for  osteopathic  practice  licensure  In  Michigan.    An  AOA 
approved  program  requires  obstetrical  experience  In  an  osteopath- 
Ically  oriented  Institution,    Our  Internship  program  currently  Is 
training  14  Interns,  many  of  whom  will  become  family  practitioners 
In  the  West  Michigan  area.    These  Interns  would  be  deprived  of 
exposure  to  the  treatment  of  newborn  Infants  as  well  as  the  man- 
agement of  obstetrical  delivery. 

The  only  way  an  Intern  program  could  be  continued  In  the  absence 
of  obstetrical  service  at  Grand  Rapids  Osteopathic  Hospital  would 
be  to  send  osteopathic  Interns  to  another  osteopathic  hospital 
which  would  meet  the  volume  requirements  of  the  HEW  Guidelines. 
The  one  such  osteopathic  hospital  In  the  country  obviously  cannot 
provide  such  training  programs  for  the  1,000  D.O,  graduates  ex- 
pected In  1978  and  In  future  years. 
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Closure  of  the  Residency  training  programs  In  Obstetrtcs/Gynecoiogy 
Our  four-year  residency  program  In  this  primary  care  specialty 
provides  for  training  of  three  residents  at  a  time  at  present. 
These  residents  are  not  only  being  trained  to  deliver  a  needed 
service,  they  participate  In  the  teaching  of  undergraduate  medical 
students,  the  care  of  patients  In  obstetrics  and  gynecologic  sur- 
gery and  In  the  operation  of  a  clinic  for  the  medically  Indigent 
and  high  risk  women  of  the  area.    All  obstetricians  on  our  staff 
at  this  time  are  graduates  of  our  program. 

Closure  of  the  OB/Gyn  Cl  inic  which  would  deprive  high  r lsl<-fflothers 
of  pre-partum,  post-partum  and  gynecology  services,  as  well  as  a 
choice  of  physician  and  hospital. 

Closure  of  educational  classes  for  expectant  parents  which  stress 
teaching  of  the  physiology  of  pregnancy,  labor  and  del Ivery  as  wel I 
as  parenting  and  infant  care. 

Probable  disruption  of  the  Hospital's  major  affiliate  status  with 
llichlgan  State  UnlversI ty  Col  lege  of  Osteopathic  Medicine.    All  f I ve 
osteopathic  hospitals  wTth  major  M.S.U.  affiliate  status  in  Michigan 
are  required  to  provide  a  teaching  program  for  students  In  eight 
major  medical  disciplines  including  obstetrics.    The  HEW  Guide- 
lines, if  strictly  applied,  would  close  all  but  one  of  the  five 
major  teaching  hospitals  affiliated  with  the  University,  creating 
an  Impossible  student  load  for  the  one  remaining  hospital. 

In  addition  to  all  of  the  above,  closure  of  the  obstetrics  services  of  Grand 
Rapids  Osteopathic  Hospital  would  waste  the  many  thousands  of  dollars  recently 
expended  to  renovate  our  obstetrical  labor,  delivery  and  nursery  areas  to 
comply  with  State  requirements.    This  renovation  was  done  with  the  approval  of 
the  illchlgan  Department  of  Public  Health  and  completed  in  1976. 

Therefore,  we  are  concerned  that  Mr.  McCarthy's  letter  to  WMHSA  pointing  out 
one  area  of  national  concern  from  an  osteopathic  hospital  standpoint  v^as  sim- 
ply summarized  and  not  mentioned  at  the  meeting  prior  to  Mr.  Leegwater's,  a 
vice  president  of  our  hospital,  raising  this  Issue.    V.'e  had  hoped  our  letter 
would  make  V^MHSA  sufficiently  aware  of  the  problem  to  permit  opportunity  for 
dialogue,  which,  unfortunately,  never  material i zed. 

We  further  understand  that  the  proposed  amendment  ultimately  considered  by 
the  HSA  Board  dealt  with  two  completely  separate  Issues,  namely:  the  exemp- 
tion of  osteopathic  hospitals  from  the  1,500  delivery  rule  and  a  proposal  to 
permit  additional  CAT  Scanners  In  the  region  under  certain  circumstances. 
Since  these  questions  were  not  divided.  It  would  seem  difficult  to  assess 
what  mlgfit  have  boon  the  outcome  on  either  had  they  been  considered  separately. 


In  view  of  all  the  above  considerations,  we  would  like  to  ask  that  the  natter 
of  obstetrical  delivery  numerical  requirements  be  recons iuered ,  at  least  as 
they  apply  to  osteopathic  teaching  hospitals  and  in  particular  to  Grand  Rapids 
Osteopathic  Hospital. 

Given  the  opportunity,  vce  would  be  nost  happy  to  present  further  testinony 
before  the  WWSA  Goard  regarding  this  vital  issue. 


BcarG  cr  Directors 

Grand  Pap  ids  Osteopathic  Hospital 

cc:    Russell  J.  Etzel ,  First  Vice  President  Gc-rald  Vanrtoord,  Secretary 

Jis.  Arlene  Hoover,  Second  Vice  President  Aivin  E.  Jacobson,  Jr.,  Treasu 
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David  E.  Post 
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Winston  B.  Prothro,  fl.D. 

Thomas  Cooper 

D.  Lee  Sattorlee 

Ms.  Jessie  Dai  man 

Donald  Q.  Birtwistle 

Reverend  Terry  L.  Daly 

Pvussell  L.  Shepherd 

Wi 1  son  C.  Deaver 

Donald  Sheridan 

William  J.  Cowner,  Jr. 

Charles  G.  Shidler 

Jerry  L.  Erickson 
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James  M.  Far re! 1 
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Mr.  Maguire  [presiding].  Dr.  Adler. 

STATEMENT  OP  PHILIP  ADLER,  D.  0. 

Dr.  Adler.  My  name  is  Philip  Adler,  D.O.,  president  of  the  Ameri- 
can Osteopathic  Association.  With  me  is  Mr.  John  P.  Perrin,  who  is 
director  of  the  Washington  Office  of  AOA.  We  are  most  pleased  to 
have  the  opportmiity  to  present  our  views  on  the  Health  Planning 
and  Eesources  Amendments  of  1978. 

We  have  a  prepared  statement,  Mr.  Chairman.  With  your  permis- 
sion, we  will  have  it  entered  into  the  record  of  these  proceedings 
[see  p.  630].  It  addresses  a  number  of  suggested  changes  in  the  plan- 
ning law  not  included  in  the  planning  amendments. 

We  will  restrict  our  oral  testimony  to  the  single  issue  which  we 
perceive  to  be  of  the  greatest  importance  to  the  osteopathic  profession 
under  the  health  planning  process.  That  issue  is  need  certification 
for  osteopathic  services  and  facilities. 

At  the  time  the  National  Health  Planning  and  Resources  Develop- 
ment Act  of  1974  was  under  consideration  we  were  satisfied  that  the 
minimum  criteria  required  to  be  developed  in  State  certificate-of-need 
programs  would  surely  include  an  affirmative  requirement  that  the 
need  for  the  expansion  or  modification  of  an  osteopathic  facility 
would  have  to  be  viewed  against  the  need  for  and  availability  of  such 
osteopathic  services  within  the  health  service  area. 

In  implementing  the  certificate-of-need  provision  of  the  planning 
law,  the  Secretary  of  HEW  failed  to  include  this  as  a  specific 
requirement  in  the  final  regulations.  In  the  preamble  to  those  regula- 
tions, the  Secretary  acknowledged  the  "pervasive  concern"  for  such 
a  provision  and  stated  that  "because  of  his  concern  about  discrimina- 
tion against  populations  who  wish  to  be  served  by  osteopathic  services 
and  facilities  in  their  communities,  strongly  encourages  State  agencies 
and  HSA's  to  incorporate  consideration  of  the  needs  of  the  popula- 
tion being  served  by  such  services  into  their  health  plans." 

We  were  appreciative  of  the  Secretary's  cognizance  of  the  issue 
and  his  articulated  sensitivity  for  the  needs  of  populations  groups 
being  served  by  osteopathic  services  and  facilities.  However,  the 
failure  to  require  positive  assurance  that  osteopathic  facilities'  and 
services'  requests  for  certificates  of  need  will  be  reviewed  in  light  of 
osteopathic  demand  for  such  services  exposes  the  profession  and  its 
patients  to  the  unacceptable  risk  that  local  planning  bodies  may  not 
be  as  sensitive  as  the  Secretary  to  insuring  access  to  adequate 
osteopathic  services  and  facilities  by  its  patients. 

Such  lack  of  sensitivity — or  outright  discrimination — ^has  already 
manifested  itself  in  a  number  of  instances  through  the  decisions  of 
local  HSA's  with  respect  to  application  for  certificate  of  need  by 
osteopathic  facilities.  Some  of  those  occurrences  have  been  documented 
for  you  by  our  hospital  association  in  its  testimony. 

We  would  also  note  that  we  have  had  indications  from  several 
States  that  the  absence  of  a  specific  requirement  for  separate  con- 
sideration of  osteopathic  facilities  has  been  construed  by  State  health 
authorities  as  prohibiting  such  a  provision  in  their  State  program. 
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This  very  unfortunate  interpretation  is  currently  being  advanced  in 
Florida,  where  the  State  Department  of  Health  is  seeking  the 
removal  of  the  existing  separate  consideration  provision  from  the 
State  code  for  "nonconformity  with  the  Federal  law  and  regulations." 

Where  insensitivity  to  the  needs  of  our  patients  exists,  it  negates 
the  freedom  of  choice  of  the  patient  and  fails  in  the  essential  objec- 
tive of  the  planning  law  to  institute  a  program  of  comprehensive  and 
sound  health  planning,  assuring  access  to  quality  care  at  reasonable 
costs,  in  response  to  actual  health  care  requirements. 

It  is  our  sincere  belief  that  this  objective  cannot  be  accomplished 
without  taking  into  consideration  the  present  structure  of  the  health 
care  delivery  system,  which  includes  osteopathic  and  allopathic 
physicians  practicing  in  osteopathic  and  allopathic  institutions  in 
response  to  patient  desire  or  demand  for  such  services. 

The  osteopathic  profession  is  a  politically  and  philosophically 
separate  and  educationally  independent  school  of  medicine.  D.O.'s 
comprise  5  percent  of  the  physician  population  but  care  for  10  percent 
of  the  population,  or  about  20  million  patients.  In  order  to  guarantee 
the  osteopathic  patient  his  right  to  select  the  provider  of  his  choice, 
he  must  have  the  choice  of  treatment  facility. 

The  American  Osteopathic  Association  recognizes  and  concurs  with 
the  philosophy  of  the  certificate-of-need  legislation  to  regulate  the 
growth  of  hospitals  as  a  means  of  controlling  health  care  costs.  We 
further  agree  with  the  existing  criteria  applied  in  making  need 
certification  decisions.  What  we  are  asking  is  that  such  criteria  be 
applied  separately  to  osteopathic  facilities  and  services. 

To  accomplish  that  end,  we  respectfully  request  that  section 
1532(c)(3)  of  Public  Law  93-641  be  amended  to  read:  "The  need 
that  the  population  served  or  to  be  served  has  for  such  services,  the 
need  to  construct,  expand  or  modify  an  osteopathic  facility,  shall  be 
determined  on  the  need  and  availability  in  the  community  for 
osteopathic  services  and  facilities." 

The  AOA  has  consistently  supported  sound  health  planning  pro- 
grams. Our  request  for  the  suggested  amendment  to  ^he  certificate-of- 
need  provision  is  wholly  consistent  with  the  congressional  intent  of 
the  planning  legislation  to  insure  the  availability  of  all  necessary 
quality  care.  Failure  to  address  this  issue  can  only  serve  to  create 
new  problems  in  the  system  of  health  care  delivery. 

That  concludes  our  statement.  We  will  be  pleased  to  respond  to 
any  questions. 

[Dr.  Adler's  prepared  statement  follows :] 
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STATEMENT  OF  PHILIP  ADLER,  D.O.,  PRESIDENT, 
AMERICAN  OSTEOPATHIC  ASSOCIATION 

MR.  CHAIRMAN,  Members  of  the  Subcommittee,  my  name  is  Philip 
Adler,  D.O.,  President  of  the  American  Osteopathic  Association. 
With  me  is  Mr.  John  P.  Perrin  who  is  Director  of  the  Washington  Office 
of  AOA.     We  are  most  pleased  to  have  the  opportunity  to  present  our 
views  on  the  Health  Planning  and  Resources  Amendments  of  1978. 

The  American  Osteopathic  Association  has  had  the  privilege  of 
appearing  before  this  subcommittee  on  many  occasions,  but  never  have 
we  come  to  address  an  issue  of  as  great  importance  to  the  osteopathic 
profession, its  patients  and  institutions  as  that  which  we  shall  address 
first  in  our  statement,  today.     That  issue  is  need  certification  for 
osteopathic  services  and  facilities. 

At  the  time  the  National  Health  Planning  and  Resources  Development 
Act  of  1974  was  under  consideratioii ,  we  were  satisfied  that  the  minimum 
criteria  required  to  be  developed  in  state  certif icate-of-need  programs 
would  surely  include  an  affirmative  requirement  that  the  need  for  the 
expansion  or  modification  of  an  osteopathic  facility  would  have  to  be 
viewed  against  the  need  for  and  availability  of^such  osteopathic 
services  within  the  health  service  area. 

In  implementing  the  certif icate-of-need  provision  of  the  planning 
law,  the  Secretary  of  HEW  failed  to  include  this  as  a  specific  requirement 
in  the  final  regulations.     In  the  preamble  to  those  regulations,  the 
Secretary  acknowledged  the  "pervasive  concern"  for  such  a  provision  and 
stated  that  "because  of  his  concern  about  discrimination  against 
populations  who  wish  to  be  served  by  osteopathic  services  and  facilities 
in  their  communities,   strongly  encourages  state  agencies  and  HSAs  to 
incorporate  consideration  of  the  needs  of  the  population  being  served 
by  such  services  into  their  health  plans." 

We  were  appreciative  of  the  Secretary's  cognizance  of  the  issue, 
and  his  articulated  sensitivity  for  the  needs  of  populations  groups 
being  served  by  osteopathic  services  and  facilities.     However,  the 
failure  to  require  positive  assurance  that  osteopathic  facilities'  and 
services'  requests  for  certif icates-'Of-need  will  be  reviewed  in  light  of 
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osteopathic  demand  for  such  services,  exposes  the  profession  and  its 
patients  to  the  unacceptable  risk  that  local  planning  bodies  may  not 
be  as  sensitive  as  the  Secretary  to  insuring  access  to  adequate  osteo- 
pathic services  and  facilities  by  its  patients. 

Such  lack  of  sensitivity   (or  outright  discrimination)   has  already 
manifested  itself  in  a  number  of  instances ^through  the  decisions  of 
local  HSAs  with  respect  to  application  for  certif icate-of -need  by 
osteopathic  facilities.     Some  of  those  occurrences  have  been  documented 
for  you  by  our  hospital  association,   in  their  testimony. 

We  would  also  note  that  we  have  had  indications  from  several 
states  that  the  absence  of  a  specific  requirement  for  seperate 
consideration  of  osteopathic  facilities  has  been  construed  by  state 
health  authorities  as  prohibiting  such  a  provision  in  their  state  pro- 
gram.    This  very  unfortunate  interpretation  is  currently  being  advanced 
in  Florida,  where  the  State  Department  of  Health  is  seeking  the  removal 
of  the  existing  separate  consideration  provision,   from  the  state  code, 
for  "nonconformity  with  the  federal  law  and  regulations." 

Where  insensitivity  to  the  needs  of  our  patients  exists,  it  negates 
the  freedom  of  choice  of  the  patient  and  fails  in  the  essential  objective 
of  the  planning  law  to  institute  a  program  of  comprehensive  and  sound 
health  planning,  assuring  access  to  quality  care  at  reasonable  costs, 
in  response  to  actual  health  care  requirements. 

It  is  our  sincere  belief  that  this  objective  cannot  be  accomplished 
without  taking  into  consideration  the  present  structure  of  the  health 
care  delivery  system  which  includes  osteopathic  and  allopathic  physicians 
practicing  in  osteopathic  and  allopathic  institutions,  in  response  to 
patient  desire  orsdemand  for  such  services. 

The  osteopathic  profession  i£  a  politically  and  philosophically 
separate  and  educationally  independent  school  of  medicine.  D.O,s 
comprise  5  percent  of  the  physician  population  but  care  for  10  percent 
of  the  population  or  about  20  million  patients.     In  order  to  guarantee 
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the  osteopathic  patient  his  right  to  select  the  provider  of  his  choice, 
he  must  have  the  choice  of  treatment  facility. 

The  American  Osteopathic  Association  recognizes  and  concurs  with 
the  philosophy  of  the  certif icate-of-need  legislation  to  regulate  the 
growth  of  hospitals  as  a  means  of  controlling  health  care  costs.  We 
further  agree  with  the  existing  criteria  applied  in  making  need  certi- 
fication decisions.     What  we  are  asking  is  that  such  criteria  be  applied 
separately  to  osteopathic  facilities  and  services. 

To  accomplish  that  end  we  respectfully  request  that  Section  1532 
(c)    (3)  of  PL  93-641  be  amended  to  read  "The  need  that  the  population 
served  or  to  be  served  has  for  such  services;  the  need  to  construct, 
expand  or  modify  ah  osteopathic  facility  shall  be  determined  on  the 
neSd  and  availability  in  the  community  for  osteopathic  services  and 
facilities . " 

The  AOA  has  consistently  supported  sound  health  planning  programs. 
Our  request  for  the  suggested  amendment  to  the  certif icate-of-need 
provision  is  wholly  consistent  with  the/congressional  intent  of  the 
planning  legislation  to  insure  the  availability  of  all  necessary 
quality  care.     Failure  to  address  this  issue  can  only  serva  '-.o  crea^ 
new  problems  in  the  system  of  health  care  delivery. 

Our  remaining  concerns,  in  the  planning  structure  and  process, 
under  the  law  as  now  written,  relate  to  the  composition  of  the  HSA 
Boards . 

In  order  to  insure  that  health  planning  decisions  are  predicated 
on  the  best  possible  information,  drawn,  at  least  in  part,  from  the 
practical  medical  expertise  within  the  HSA  region,  we  believe  that  some 
modification  of  the  provider  representation  provisions  needs  to  be  made. 

Specifically,  we  recommend  the  following  amendments,  with  respect  to 
provider  participation  in  the  health  planning  process: 

1.  Amend  Section  1503   (b)    (1)  To  require  at  least  one  physician 
representative,  selected  from  active  practice,  as  a  member  of  the 
National  Council. 
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2.  Amend  Section  1512  (b)  (3)  (C)  (2)  So  as  to  (a)  require  inclusion 
of  at  least  one  representative  from  a  hospital,  or  hospitals,  located 

in  the  area;  and  (b)  require  inclusion  of  at  least  one  physician  engaged 
in  active  practice  in  the  area. 

3.  Amend  Section  1524   (b)    (1)    (C)   So  as  to   (a)  Require  that  at  least 
three-fourths  of  provider  members  be  direct  providers,  and   (b)  include 
at  least  one  representative  from  each  of  the  provider  categories 
enumerated  in  Sec.   1512   (b)    (3)    (C)  (11). 

We  believe  that  the  foregoing  changes  will  upgrade  the  provider  input 
to  health  planning  decisions,  without  dominating  them.     We  respectfully 
request  that  you  give  them  favorable  consideration. 

We  thank  you  for  the  opportunity  to  present  our  views  on  these  very 
important  issues. 
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Mr.  Maguire.  Thank  you.  Mr.  Carter. 

Mr.  Carter.  I  don't  want  to  discriminate  against  osteopathic  physi- 
cians. Certainly  as  one  member  I  want  to  consider  the  amendments 
which  you  have  submitted.  Thank  you,  Mr.  Chairman. 

Dr.  Adler.  Thank  you. 

Mr.  Maguire.  Thank  you,  Mr.  Cooper  and  Dr.  Adler. 

Our  next  witness  is  Dr.  Frank  Bowyer,  president,  American  Den- 
tal Association.  You  may  present  your  full  statement  for  the  record 
and  summarize  it  if  you  wish. 

STATEMENT  OF  I.  LAWRENCE  KERR,  D.D.S.,  MEMBER,  BOARD  OF 
TRUSTEES,  AMERICAN  DENTAL  ASSOCIATION,  ACCOMPANIED  BY 
ERIC  BISHOP,  ASSISTANT  EXECUTIVE  DIRECTOR  FOR  DENTAL 
HEALTH 

Dr.  Kerr.  Thank  you,  Mr.  Chairman.  I  am  substituting  for  Dr. 
Bowyer,  who  had  a  death  in  his  family.  I  am  Dr.  I.  Lawrence  Kerr, 
of  Endicott,  N.Y.  In  addition  to  maintaining  a  private  dental  prac- 
tice I  am  a  member  of  the  board  of  trustees  of  the  American  Dental 
Association,  which  I  am  representing  here  today. 

I  happen  to  be  only  one  of  130  dentists  who  are  privileged  to  serve 
on  an  HSA  board.  I  happen  to  serve  on  an  HSA  review  committee 
and  have  for  many  years  served  on  New  York  State  CON  bodies 
such  as  the  State  Efospital  Review  and  Planning  Council. 

With  me  is  Mr.  Eric  Bishop,  the  association's  assistant  executive 
director  for  dental  health.  We  are  pleased  to  have  this  opportunity 
to  appear  before  the  committee  once  again. 

May  I  add :  I  would  like  to  take  the  opportunity  to  thank  the  chair- 
man and  Dr.  Carter  for  their  great  interest  in  dental  health  over  the 
many  years  I  have  been  privileged  to  watch  you  both. 

Since  enactment  of  the  National  Health  Planning  and  Resources 
Development  Act,  the  American  Dental  Association  has  done  more 
than  merely  observe  its  implementation.  We  have  attempted  to  par- 
ticipate to  the  fullest  extent  possible.  Among  a  number  of  programs 
we  have  undertaken,  I  would  like  to  mention  only  three  regional 
conferences  which  we  financed  and  sponsored  in  1977.  At  the  initial 
conference,  we  were  fortunate  enough  to  have  the  chairman,  Mr. 
Rogers,  present  the  feature  address.  We  are,  of  course,  equally  grate- 
ful to  Mr.  Florio  and  Mr.  Waxman  for  their  participation  as  well  as 
to  Dr.  Harry  Cain  and  his  staff. 

The  dental  profession,  then,  has  not  ignored  Public  Law  93-641.  We 
have  been  doing  our  best  to  work  with  this  complex  law  during  a 
trying  period  of  initial  organization.  This  process  of  organization  is 
far  from  complete,  as  the  chairman  observed  in  his  opening  state- 
ment. 

In  this  connection  one  threshold  problem  that  has  been  most  vexing 
is  the  restrictiveness  of  the  law  with  regard  to  representation  of  and 
participation  by  dentists.  We  believe  strongly  that  health  planning 
should  be  open  and  that  every  group  in  the  community  with  expert 
knowledge  and  deep  interest  should  be  welcomed  within  the  process. 
Unfortunately  this  is  not  presently  the  case.  We  think  it  is  wrong  and 
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short-sighted  to  force  the  various  categories  of  health  professionals 
and  allied  health  personnel  to  compete  for  membership  on  the  Health 
Systems  Agency,  the  Statewide  Health  Coordinating  Council  and 
the  National  Planning  Council.  Each  group  has  unique  insights  and 
valuable  experience  to  offer.  Certainly  the  dentists  of  each  community 
can  offer  worthwhile  assistance  with  respect  to  a  segment  of  the 
health  care  delivery  system  that,  on  a  national  basis,  involves  over 
100  million  patients  and  $9  billion  in  expenditures.  A  guarantee  in  the 
law  that  practicing  dentists  will  have  a  voice  at  the  local.  State  and 
national  level  is  essential.  We  strongly  urge  an  amendment  to  this 
effect. 

When  we  testified  on  this  legislation  in  1974  we  recognized  that 
well-structured  health  planning  is  an  important  element  in  improving 
the  availability  and  quality  of  health  care.  We  also  expressed  deep 
concern,  which  we  still  have,  over  unjustified  Federal  intervention 
in  health  planning  and  regulation.  We  opposed  placing  unduly  broad 
discretionary  powers  in  the  hands  of  the  Secretary  of  HEW  permit- 
ting him  to  override  or  by-pass  local  and  state  health  planning  agen- 
cies and  units  of  government.  That  occurred  recently  and  dramatically 
when  proposed  guidelines  issued  by  the  Department  were  withdrawn 
and  modified  only  after  a  ground  swell  of  opposition  from  citizens 
and  Members  of  Congress.  It  must  be  made  clear,  as  stated  by  the 
chairman,  that  decisions  about  the  adequacy  of  health  services  will 
be  made  at  the  local  level.  We  hope  this  committee,  by  appropriate 
amendment,  will  assure  that  this  situation  will  not  recur. 

We  think  it  is  most  important  for  Congress  to  require  the  De- 
partment to  recognize  that  planning  decisions  must  be  arrived  at 
cooperatively  with  communities,  not  imposed  by  Federal  fiat.  Federal 
legislation  should  have  the  flexibility  to  allow  local  jurisdictions  to 
respond  to  their  own  unique  problems.  We  strongly  recommend, 
therefore,  that  the  law  be  amended  to  make  clear  that  Federal  guide- 
lines may  not  unilaterally  preempt  local  determination  as  to  the  need 
for  health  facilities  and  services. 

Related  to  our  concern  in  this  area  is  the  proposal  that  has  been 
made  to  add  two  new  national  health  priorities  under  section  1502. 
Our  problem  is  not  with  the  desirability  of  the  goals  in  themselves 
but  with  the  manner,  based  upon  the  recent  experience  alluded  to 
earlier,  in  which  the  language  might  be  implemented. 

Additionally  we  believe  the  wording  of  the  two  new  goals  should 
be  carefully  considered.  It  is,  we  think,  the  prime  purpose  of  plan- 
ning to  establish  a  rationale  for  subsequent  actions.  Such  rationale 
itself  needs  to  be  known,  debated  and  accepted  within  the  community 
before  final  decisions  are  made.  In  this  light,  we  believe  planning 
purposes  would  be  better  served  if  goal  11  were  to  read :  "Formulate 
criteria  by  which  existing  or  potential  duplicative  or  unneeded  health 
services  and  facilities  can  be  identified  and  avoided."  Goal  12,  we 
would  suggest,  would  better  read :  "the  adoption  of  policies  that  dem- 
onstrate the  cost  effectiveness,  appropriate  use  and  optimum  effi- 
ciency of  present  and  future  health  care  delivery  systems." 

We  also  note  that  the  proposed  amendments  would  enact  changes 
in  certificate-of-need  requirements.  It  is  not  our  intention  to  comment 
on  certificate  of  need  as  it  relates  to  institutions.  There  is  nothing  on 
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the  record,  however,  that  would  justify  its  use  in  relation  to  the 
private  dental  office.  We  would  oppose  inclusion  of  such  offices  and 
believe  specific  exemption  for  them  should  be  provided  in  the  law. 

Another  section  of  H.R.  10460,  concerning  consumers,  is  excep- 
tionally welcome.  This  is  section  213(a),  which  would  require  each 
HS A  to  have  an  identifiable  program  of  providing  assistance  to  mem- 
bers of  its  governing  body  and  committees.  We  believe  it  most  im- 
portant that  all  voting  members  have  a  minimum  level  of  knowledge 
and  information  on  which  to  base  judgments.  Indeed  we  believe  that 
all  governing  body  members  could  well  be  required  to  undertake  an 
appropriate  amount  of  education  prior  to  assuming  duties.  In  this 
regard,  we  hope  that  recognition  in  the  law  can  be  given  to  the  re- 
sources that  private  sector  organizations  such  as  ours  can  offer  as 
part  of  this  process.  We  would  hope  to  have  the  opportunity  to  par- 
ticipate in  educational  assistance  by  providing  materials  and  reports 
and  being  actively  involved  in  training  programs. 

I  work  with  one  of  the  finest  HSA's  in  the  country.  I  believe  its 
success  is  due  to  the  fact  that  we  equally  participated  in  the  educa- 
tion process,  sir. 

The  right  of  consumer  members  to  adequate  education  about  the 
health  care  system  raises  the  related  question  of  reliable  and  reason- 
ably uniform  data.  Both  Pub.  L.  93-641  and  sections  of  H.R.  10460 
require  many  judgments  to  be  made.  Without  solid  facts  at  the  dis- 
posal of  HSA's  and  others,  those  judgments  are  too  often  going  to  be 
mere  guesses.  Too  many  bad  guesses  are  going  to  cripple  the  entire 
planning  effort. 

In  our  view,  attention  needs  to  be  given  to  the  potential  of  a  coop- 
erative effort  in  data-gathering  by  the  National  Center  for  Health 
Statistics,  State  and  local  public  agencies  and  health  professional 
associations.  A  consensus  needs  to  be  reached  on  what  is  now  being 
done  well  and  what  needs  improvement.  Without  this  kind  of  analy- 
sis there  is  no  hope  of  providing  HSA's  with  the  full  range  of  reliable 
information  they  require. 

With  this  in  mind  we  would  suggest  that  section  201(a)(1)  of 
H.R.  10460  be  amended  to  include  a  one-time  requirement  that  the 
Secretary  report  to  Congress  on  the  present  health  care  data  base, 
its  strengths  and  deficiencies,  the  sources  from  which  data  are  ac- 
tually or  potentially  available,  the  shared  role  of  the  public  and 
private  sectors  in  gathering  data  and  a  plan  by  which  necessary  data 
will  be  made  available  to  those  who  need  it  for  decisionmaking.  We 
would  cooperate  fully  in  such  an  effort. 

In  closing,  while  taking  note  of  the  reservations  we  have  about 
aspects  of  the  existing  law,  we  would  want  to  distinguish  those  from 
our  commitment  to  careful  and  cooperative  planning.  As  the  com- 
mittee reviews  the  legislation,  we  are  hopeful  it  will  not  lose  sight 
of  the  fact  that  adequate  time  must  be  given  for  a  system  to  be  put 
into  place  and  become  well  accepted.  All  of  us,  of  course,  are  impa- 
tient to  see  concrete  results.  But  if  the  health  planning  process  is  to 
truly  serve  the  long-term  interests  of  the  public,  it  must  be  allowed 
to  mature  before  we  burden  it  with  regulatory  duties  and  demands. 
The  quality  of  the  results  we  achieve  from  the  system  are  directly 
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dependent  upon  the  patience  we  exercise  at  the  beginning  in  creating 
the  mechanism.  A  forced  growth  will  not  prove  permanently  useful. 

I  might  add,  Mr.  Chairman,  I  would  like  to  support  personally 
those  amendments  which  would  give  more  financial  support  to  an 
HSA  such  as  mine.  We  are  doing  a  big  job  and  we  need  the  help. 

Mr.  Chairman,  I  thank  you  on  behalf  of  the  American  Dental 
Association  for  this  opportunity  to  appear.  With  your  permission, 
we  will  be  filing  additional  comments  for  the  record.  Mr.  Bishop  and 
I  will  be  glad  now  to  respond  to  any  questions. 

Mr.  Rogers.  Thank  you  very  much,  Dr.  Kerr,  for  a  very  positive 
and  helpful  statement  

Dr.  Kerr.  Thank  you,  sir. 

Mr.  Rogers  [continuing].  Contrary  to  some  we  have  had  from 
other  organizations.  So  we  commend  you.  Dr.  Carter. 
Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Certainly  I  feel  you  have  made  an  excellent  presentation  today.  I 
would  like  to  see  more  dentists  on  HSA  boards.  We  have  two  dentists 
in  an  HSA  group.  I  would  like  to  see  your  tribe  increase.  I  think  it 
would  be  a  great  help. 

The  two  amendments  which  you  mention  here,  I  think,  would  im- 
prove, as  far  as  I  can  tell,  the  language  in  the  bill.  Certainly  I  could 
go  along  with  them.  "Oral  surgeons  do  not  require  equipment  that 
could  exceed  $150,000" — I  have  never  taken  a  position  that  we  should 
put  a  cap  on  those  expenditures. 

Dr.  Kerr.  Thank  you,  Dr.  Carter.  Up  to  now  the  highest  number 
in  dollars  for  a  piece  of  equipment  that  any  of  us  has  ever  used  is 
almost  a  spin-off  from  the  CAT-type  equipment.  I  would  say  no 
dental  office  I  know  would  have  equipment  that  would  anywhere 
near  meet  the  $150,000  base. 

As  one  who  has  participated  in  the  CON  for  a  long  time  I  just 
don't  see  where  we  would  help  the  system  by  doing  that.  We  are 
providing  a  fantastic  service  to  100  million  people  a  year  through 
this  delivery  system.  We  understand  the  planning.  This  is  why  we 
are  participating  so  vigorously. 

Mr.  Carter.  Thank  you  very  kindly.  I  am  happy  to  see  you  work- 
ing within  the  HSA  system  to  improve  it.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  I  am  certainly  encouraged  by  your  testimony.  Your 
suggestions  we  certainly  will  take  very  seriously.  We  appreciate  your 
presence  here  today. 

Dr.  Kerr.  You  weren't  in  the  room,  Mr.  Chairman,  when  I  men- 
tioned this,  but  we  want  to  thank  you  for  your  participation  in  the 
conferences  on  this  very  subject,  in  which  you  were  of  tremendous 
assistance  to  us. 

ADA*  "^^^^^  y^^*  ^®  ^^^^  ^^^y  pleased  to  respond  to  the 

Dr.  Kerr.  Thank  you. 

Mr.  Rogers.  This  will  conclude  the  witnesses  this  morning.  We 
will  adjourn  until  2  o'clock  this  afternoon.  The  committee  stands 
adjourned. 

[Whereupon,  at  11:45  a.m.  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.  the  same  day.] 
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AFTER  RECESS 

[The  subcommittee  reconvened  at  2  p.m.,  Hon.  Paul  G.  Eogers, 
presiding.] 

Mr.  EoGERS.  The  subcommittee  will  come  to  order,  please.  We  are 
continuing  our  hearing  this  afternoon  on  Health  Planning  and  Re- 
sources Development  Amendments  of  1978. 

We  have  a  panel  now  composed  of :  Consumer  Coalition  for  Health ; 
Mr.  Herbert  Semmel,  Consumer  Coalition  for  Health;  Mr.  Barry 
Checkoway,  University  of  Illinois,  Department  of  Urban  and  Re- 
gional Planning;  Anne  Fenerty,  board  member,  Central  N.E.  Colo- 
rado HSA  and  Mr.  Steve  Suitts,  Southern  Regional  Council  from 
Atlanta. 

We  welcome  each  of  you  to  the  committee.  We  are  pleased  to  have 
you  here.  Each  of  your  statements  will  be  made  a  part  of  the  record 
in  full,  so  if  you  can  highlight  the  statement  for  us  and  point  out 
the  most  important  features,  that  will  be  helpful  to  the  committee. 
-    You  may  proceed. 

STATEMENTS  OF  HERBERT  SEMMEL,  PRESIDENT,  CONSUMER 
COALITION  FOR  HEALTH;  STEVE  SUITTS,  EXECUTIVE  DIRECTOR, 
SOUTHERN  REGIONAL  COUNCIL;  BARRY  CHECKOWAY,  ON  BE- 
HALF OF  CHAMPAIGN  COUNTY  (ILLINOIS)  HEALTH  CARE 
CONSUMERS;  AND  ANNE  FENERTY,  ON  BEHALF  OF  CENTRAL 
NORTHEAST  COLORADO  HEALTH  SYSTEMS  AGENCY 

Mr.  Semmel.  Thank  you,  Mr.  Chairman  and  Mr.  Carter.  We  ap- 
preciate the  opportunity  to  testify  on  the  amendments  to  the  National 
Health  Planning  Act.  We  want  to  express  on  behalf  of  the  Consumer 
Coalition  for  Health  our  appreciation  to  you,  Mr.  Rogers,  for  your 
encouragement  in  the  formation  of  the  coalition. 

We  have  also  submitted  in  addition  to  our  statements  the  report 
of  the  Southern  Regional  Council  on  HSA's  in  the  south  and  the 
report  of  Herbert  Hyman,  an  HEW  consultant  on  HSA's  in  HEW 
regional  2  for  the  committee's  consideration,  and  if  the  committee 
desires  to  make  it  a  part  of  the  complete  record  [see  p.  641]. 

Chairman  Rogers.  Yes;  without  objection  it  is  so  ordered. 

Mr.  Semmel.  The  fundamental  question  which  we  believe  faces 
the  Congress  in  this  legislation  is  the  issue  of  control  of  the  health 
planning  processes.  To  put  the  question  most  simply,  is  this  going 
to  be  just  another  case  in  which  those  who  are  supposed  to  be  regu- 
lated end  up  dominating  the  regulatory  processes  ? 

Are  we  going  to  have  205  regional  CAE's,  ICC's  and  FCC's?  I 
hope  the  answer  to  that  question  is  no,  because  of  many  reasons,  one 
of  which  is  that  the  congressional  purpose  of  achieving  cost  control 
through  a  number  of  methods  including  the  planning  process  is  just 
not  going  to  work  if  the  people  who  are  supposed  to  be  controlled 
are  in  control  themselves. 

The  notion  of  planning  in  health  care  and  cost  control  will  succeed 
only  if  there  is  a  broad  public  constituency  in  support  of  that  notion. 
In  order  to  achieve  that  support,  there  has  to  be  citizens  and  citizen 
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groups  that  become  interested  in  the  processes  and  support  it.  In  the 
past  there  have  been  a  number  of  cases  where  citizen  groups  have  be- 
come involved  in  the  issues,  have  organized  and  have  participated 
effectively,  and  when  given  the  opportunity  have,  in  fact,  exercised 
what  we  would  consider  community  control  and  input  into  health 
system  agencies  at  various  levels.  In  Champaign  County,  111.,  Mr. 
Checkoway  will  relate  his  experience.  It  has  happened  in  Cape  Cod, 
Savannah,  Ga.  and  Little  Rock  and  a  few  other  places. 

The  reason  why  it  was  able  to  happen  in  those  cases,  but  has  not 
occurred  in  most  areas  of  the  country,  is  that  in  most  cases  the  so- 
called  "outsiders",  that  is  the  public,  are  frozen  out  of  the  process 
by  the  fact  that  the  usual  means  of  choosing  boards  for  HSA's  is  a 
self -perpetuating  mechanism  in  which  the  current  members  reelect 
themselves  and  elect  their  successors. 

This  problem  is  compounded  because  of  the  method  of  initial 
selection  of  the  agency  boards.  Initially,  in  many  cases  the  agencies 
were  organized  by  the  groups  that  have  traditionally  been  dominating 
the  health  planning  processes  under  the  old  health  planning  legisla- 
tion which  Congress  did  away  with. 

These  groups  were  primarily  organized  medicine  and  hospitals  and 
other  such  institutions,  so  that  the  end  result  is  that  this  initial  organ- 
izing group  became  the  agency  and  then  they  self -perpetuate  them- 
selves in  office.  I  think  Mrs.  Fenerty  will  relate  her  experience  in 
Denver  as  one  example  of  the  process  which  goes  on  all  around  the 
country. 

Because  of  that  we  wholeheartedly  support  the  prohibition  on 
self -perpetuating  boards  which  is  found  in  the  legislation  now  before 
this  committee.  In  our  detailed  statement  we  have  suggested  some 
alternate  language  which  would  maintain  that  principle  but  would 
also  give  some  flexibility  to  ensure  compliance  with  the  requirements 
that  the  board  be  "broadly  representative." 

I  should  like  to  turn  to  that  issue  now,  that  is,  the  issue  of 
"broadly  representative." 

Although  Congress  clearly  spelled  out  in  the  law  the  notion  that 
economic,  social,  racial,  linguistic  and  geographical  groups  should 
be  broadly  represented  on  the  HSA  boards,  that  did  not  come  about 
in  certain  situations  in  practice.  The  group  most  consistently  grossly 
underrepresented  is  the  entire  half  of  the  population  with  incomes 
below  the  median,  which  is  approximately  $15,000  family  income. 

The  studies  which  we  have  given  you  demonstrate  conclusively 
that  low  and  moderate  income  people  just  have  not  received  anywhere 
close  to  the  representation  they  should  be  receiving.  For  reasons 
which  we  spell  out,  by  and  large  HEW  has  done  nothing  about  this 
situation. 

This  has  lead  to  a  number  of  law  suits.  The  first  law  suit  was 
successful  at  the  District  Court  level  in  obtaining  an  order  that  low 
and  moderate  income  people  should  be  represented  in  roughly  ap- 
proximate proportions  to  their  percentage  of  the  population.  At  that 
point,  when  the  case  was  on  appeal,  HEW  promised  the  United 
States  Court  of  Appeals  in  New  Orleans  that  they  would  promulgate 
regulations  on  the  subject. 
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The  court,  therefore,  issued  a  decision  which  said  in  effect  that 
"broadly  representative"  meant  what  HEW  interprets  it  to  mean.  But 
HEW  has  never  issued  those  regulations.  Accordingly,  we  have  sug- 
gested a  change  in  language  which  would  not  change  any  substance, 
but  would  simply  make  clear  the  intention  of  Congress. 

A  third  point  which  I  would  like  to  call  to  the  committee's  atten- 
tion and  which  is  not  included  in  the  bill,  is  the  requirement  for 
membership  on  subcommittees  and  advisory  boards.  In  practice,  most 
of  the  crucial  decisions  are  made  in  the  subcommittees  and  advisory 
boards  because  the  number  of  decisions  which  come  before  the  full 
HSA  board  or  even  the  executive  board  are  so  great  that  most  of  the 
work  has  to  be  done  effectively  in  the  subcommittees  and  advisory 
boards. 

The  act  now  says  that  subcommittees  and  advisory  boards  should 
meet  the  representational  requirement  to  the  extent  practicable.  That 
has  been  largely  ignored  in  practice.  We  have  case  after  case  in 
which  the  advisory  boards  and  subcommittees  tend  to  have  either 
all  or  predominantly  all  providers  in  these  groups  and  no  effort  is 
made  to  include  consumers. 

So  we  have  suggested  that  the  act  be  clarified  to  require  a  consumer 
majority  on  the  subcommittees  and  advisory  boards.  We  are  not 
suggesting  that  these  boards  meet  all  the  representational  require- 
ments because  that  is  too  difficult  in  some  of  these  very  small  com- 
mittees, but  there  is  no  reason  why  there  should  not  be  a  consumer 
majority  on  these  boards. 

Another  thing  which  is  touched  on  in  the  legislation  but  which 
we  feel  needs  considerable  strengthening  is  the  provision  of  both 
training  and  technical  assistance  for  not  only  HSA  board  members, 
but  for  all  of  those  who  are  included  in  this  process  on  subcommittees 
and  advisory  committees  and  subarea  councils. 

We  feel  that  the  consumer  members  are  experts  on  the  kinds  of 
needs  and  the  reality  of  the  provision  of  health  care  in  the  areas  in 
which  they  live,  but  there  is  an  enormous  amount  of  technical  assist- 
ance they  need  in  translating  that  into  plans,  into  evaluations  of  the 
variety  of  applications  that  come  before  an  HSA  board. 

I  think  if  you  took  the  stack  of  testimony  which  has  been  pre- 
sented to  this  committee  and  piled  it  up,  you  would  get  an  idea  of 
the  height  and  weight  of  matters  that  come  before  HSA's  at  any 
particular  meeting. 

On  the  question  of  certificate-of-need,  we  have  made  some  detailed 
comments  in  our  written  statement.  I  would  particularly  like  to  urge 
the  committee  to  enact  a  provision  which  would  exempt  health  main- 
tenance organizations  from  the  certificate-of-need  requirement  except 
for  new  hospital  construction.  We  feel  that  it  is  the  policy  of  the 
Federal  Government  and  that  it  is  cost  effective  to  encourage  HMO's. 

In  reality  the  politics  of  getting  approval  of  HMO's  certificate-of- 
need  or  approval  for  federal  funding  varies  from  area  to  area.  We 
feel  that  at  least  for  a  period  of  years  an  exemption  from  the  certifi- 
cate of  need  would  be  very  beneficial  to  the  development  of  these 
organizations. 

I  would  like  to  pass  the  microphone  to  Mr.  Suitts. 

[Testimony  resumes  on  p.  675.] 

[Mr.  Semmel's  prepared  statement  and  attachments  follow :] 
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The  Consumer  Coalition  for  Health*  appreciates  this 
opportunity  to  testify  concerning  the  provisions  of 
H.R.  10460,  the  Health  Planning  and  Resources  Development 
Amendments  of  1978.     There  are  a  number  of  important 
provisions  in  this  bill  which  are  essential  to  a  health 
planning  process  which  can  help  achieve  quality  care  and 
equitable  distribution  of  services  at  reasonable  cost. 
At  the  same  time,  we  must  note  that  there  are  some  pro- 
visions in  this  bill  which  would  work  against  that  purpose 
and  there  are  also  some  important  omissions. 

The  question  of  control  of  the  health  planning 
process  is  the  most  fundamental  decision  facing  Congress 


V  Herbert  Semmel  is  President  of  the  Consumer  Coalition  for 
Health  and  Director  of  the  Center  for  Law  and  Social  Policy, 
a  public  interest  law  firm  in  Washington,   D.C.     The  Consumer 
Coalition  for  Health  was  formed  in  September  1977  following 
a  conference  in  Washington  in  June  197  7  on  the  role  of 
consumers  in  health  planning.     The  purpose  of  the  Coalition 
is  to  achieve  better  health  care  through  effective  planning. 
The  June  conference  was  attended  by  a  broad  spectrum  of 
persons  from  around  the  country:  professional  health  planners, 
community  health  activists,   trade  union  officials  and  members, 
public  officials,  and  representatives  of  other  consumer 
groups.     The  consensus  of  the  meeting  was  that  health  planning 
held  out  the  promise  of  moving  the  country  forward  to  the 
goal  of  equitable  access  to  health  care,  quality  care  and 
reasonable  cost.     However,  the  planning  process  is  not 
achieving  these  goals  because  the  health  planning  process 
is  still  dominated  in  practice  by  the  medical  establishment 
predominantly  organized  medicine,  hospitals  and  other 
institutions. 
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in  this  proposed  legislation  to  extend  the  health  planning 
laws.     Is  the  health  planning  process  going  to  end  up  as 
just  another  case  in  which  those  interests  which  are  supposed 
to  be  regulated  actually  control  the  regulators?     Are  the 
HSAs  going  to  become  small  regional  versions  of  the  Civil 
Aeronautics  Board,   traditionally  dominated  by  the  airline 
industry;  of  the  Interstate  Commerce  Commission,  tradi- 
tionally dominated  by  the  transportation  industry;  or  the 
Federal  Communications  Commission,  traditionally  dominated 
by  the  broadcasters?    Or  will  Congress  reaffirm  its  goal  of 
citizen  control  of  the  decisions  which  affect  their  health 
and  lives?     The  answer  to  these  questions  will  be  the  best 
indicator  of  whether  Congress  is  serious  about  controlling 
the  inflationary  spiral  in  health  care  costs. 

In  the  area  of  health  planning.  Congress  has  a  unique 
opportunity  to  avoid  the  unusual  control  of  the  planning 
and  regulation  process  by  industry.     In  fact.  Congress  clearly 
intended  when  it  passed  The  National  Health  Planning  and 
Resources  Development  Act  of  1974  to  avoid  just  such  a  result. 
For  the  first  time  in  history,  Congress  required  that  a  basic 
planning  agency,   the  health  systems  agency,  not  only  be  made 
up  of  a  majority  of  consumers,  but  that  this  majority  be 
broadly  representative  of  the  social,  economic,  linguistic 
and  racial  population  of  the  area.   But  the  promise  of  the 
legislation  has  been  frustrated  by  the  ability  of  the  medical 
establishment  and  their  allies  to  maintain  control  of  HSAs 
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in  most  areas  of  the  country,  and  by  the  failure  of  HEW  to 

take  any  action  to  correct  this.  This  failure  on  the  part  of 

HEW  began  in  the  Ford  Administration  and  has  continued  into 

the  Carter  Administration.     HEW  has  designated,   and  continues 

to  re-designate,  HSAs  which  have  self-selected  and  self-perpetuating 

governing  bodies,  completely  unaccountable  to  the  public 

or  to  anyone  else  other  than  to  themselves.     HEW  continues  to 

designate  HSAs  although  there  is  demonstrable,   clearcut  evidence  • 

which  shows  that  the  mass  of  the  population,  the  low  and  moderate 

income  families,  are  grossly  underrepresented  on  HSA  Boards, 

which  are  dominnated  by  persons  with  high  incomes  who  constitute 

only  a  small  percentage  of  the  total  population.     The  evidence 

also  shows  clearly  that  women,   in  most  cases,  are  substantially 

underrepresented  on  HSA  boards. 

These  facts  are  well  known  to  HEW.     As  early  as  May  1976 
HEW  received  a  report  by  its  own  consultant,   Herbert  Hyman, 
who  found  gross  underrepresentation  of  low  income  people  in 
every  one  of  the  HSAs  he  studied  in  HEW  Region  2.  Subsequently, 
in  1977,  the  Southern  Regional  Council  presented  results 
of  a  detailed  study  of  HSAs  in  the  South  which  once  again 
documented  the  gross  underrepresentation  of  the  mass  of  the 
population  in  HSAs.     These  reports  are  part  of  the  supplemental 
materials  which  the  Consumer  Coalition  for  Health  has  submitted 
today  to  this  Committee. 

HEW's  refusal  to  face  up  to  this  issue  is  highlighted 
by  a  third  report  on  the  membership  of  HSA  governing  bodies 
which  HEW  commissioned  for  hundreds  of  thousands  of  dollars 
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to  the  Okrand  Corporation.     Although  the  report  runs  to 
hundreds  of  pages,   and  a  massive  amount  of  information  is 
collected,   at  no  place  does  the  report  ever  analyze  the 
incomes  of  HSA  consumer  members.     However,   the  report  did 
go  into  the  occupational  groups  represented  among  the 
consumer  members.     It  found  65%  of  the  consumer  board  members 
were  classified  in  professional  and  managerial  positions, 
10%  in  the  remaining  occupational  categories  and  22%  were 
in  the  civilian  labor  force.     For  executive  committees, 
the  figures  for  these  categories  were  75%,   7%  and  17% 
respectively.     The  report  noted,   "In  contrast,  Census  data 
indicates  that  13%  of  the  population  is  in  the  professional 
and  managerial  occupation,  and  22%  were  not  in  the  civilian 
labor  force.     Thus,  the  higher-status  occupational  groups 
were  extremely  overrepresented  while  persons  of  lower-status 
occupational  groups  and  not  in  the  civilian  labor  force  were 
extremely  underrepresented.     This  underrepresentation  was 
even  greater  for  the  Executive  Committee." 

The  Orkand  Report  also  noted  that  women  constituted 
33%  and  29%  of  the  consumer  members  of  the  governing  boards 
and  executive  committees  respectively,  which  concluded  that, 
women  were  underrepresented  on  the  HSA  boards  and  even  more 
so  on  the  executive  committees. 

Furthermore,  HEW  has  failed  to  promulgate  any 
regulation  defining  the  term  "broadly  representative"  or 
defining  permissible  methods  of  selection  of  HSA  governing  bodies. 
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The  frustration  which  the  average  person  faces  when 
trying  to  become  involved  in  activities  of  HSAs  is  best 
exemplified  by  the  situation  in  the  HSA  for  North  Central 
Texas,  headquartered  in  Dallas  and  known  as  Texas  Area  5 
HSA.     The  process  of  the  development  of  this  agency,  as 
documented  by     sworn     depositions  of  the  officials  of  the 
HSA  taken  in  connection  with  litigation,   shows  that  the  HSA 
was  developed  out  of  a  political  compromise  between  the 
group  supporting  the  then  existing  regional  health  planning 
agency  and  other  groups,  prinicpally  one  organized  by 
doctors  and  hospitals  in  the  rural  areas  of  the  HSA  district. 
When  the  HSA  held  public  hearings,  as  required     in  its 
development  process,  a  group  of  concerned  citizens,  organized 
in  Texas  ACORN,  a  neighborhood  based  group,  attended  the 
hearing  and  urged  that  the  governing  body  of  the  proposed  HSA 
be  opened  up  to  people  of  all  income  levels.     Despite  the 
fact  that  they  attended  every  one  of  the  meetings,  despite 
the  fact  that  they  had  a  personal  meeting  with  the  regional 
health  administrator  of  HEW  in  Dallas,  the  resulting 
board  of  directors  of  41  consumer  members  contained  only 
3  persons  with  incomes  at  or  below  the  median  for  the  area, 
which  was  $10,000.     33  of  the  41  consumer  members  of  the  board 
of  directors  had  annual  family  incomes  of  more  than  $15,000 
and  20  had  annual  family  income  above  $25,000.     Thus  with  no 
other  recourse,  Texas  ACORN  went  to  court,  where  it  was  initially 
successful       in  the  UcS.  District  Court  in  obtaining  an  order 
requiring  the  HSA  to  comply  with  the  broadly  representative 


647 


requirement  of  the  law  if  it  wished  to  continue  receiving 
federal  funding.     Rather  than  acknowledge  that  the  HSA  was 
out  of  compliance,   HEW  appealed  this  case  to  the  U.S.  Court 
of  Appeals  for  the  5th  Circuit.     On  that  appeal,   they  urged 
the  Court  not  to  interfere  with  the  designation  process  but 
rather  to  leave  the  matter  to  HEW  's  discretion .- As  part  of 
that  argument,   they  promised  the  Court  of  Appeals  that  they 
would  issue  regulations  defining  "broadly  representative." 
In  their  brief  submitted  to  the  Court  on  June  8,  1977, 
HEW  stated: 

"The  Secretary  has  now  concluded  that 
'more  specific  regulations'   both  of  the 

composition  of  the  HSA  governing  bodies 

and  the  methods  of  selection  of  members 

is  imperative;   and  the  federal  defendants 

represent  to  this  Court  that  the  process 

of  developing  such  regulations  has  already 

begun  within  the  Department." 
Subsequently,  HEW  sent  another  letter  to  the  Court  promising 
the  publication  of  proposed  regulations  in  the 
Federal  Register.     In  November  of  1977,  HEW  sent  a  letter  to 
Senator  Kennedy  promising  that  these  regulations  would  be 
published  by  December  1,   1977.     No  such  regulations  have  ever 
been  published.     In  fact,   in  its  submission  to  the  House 
Subcommittee  on  Health  and  the  Environment  on  January  30, 
197S,  HEW  did  not  even  list  regulations  on  HSA  governing 
boards  as  a  subject  which  was  in  the  process  of  being  developed. 


26-219  O  -  78  -  pt.  1  -  42 
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Because  of  this  position  taken  by  HEW,  the  United 
States  Co\irt  of  Appeals  for  the  5th  Circuit  did  defer  to  HEVJ's 
discretion  in  this  matter.     It  is  therefore  essential  that 
the  Congress  reaffirm  in  this  legislation  now  before  Lhds 
Committee  the  requirement  that  HSAs  shall  be-  broadly  repre- 
sentative of  the  population  and  shall  not  continue  to  be 
dominated  by  the  medical  establishment. 

The  Consumer  Coalition  for  Health  supports  the 
position  set  forth  in  the  proposed ; bill  before  this  Committee 
which  would  ban  self-perpetuating  governing  bodies  on  HSAs, 
The  democratic  principle  of  accountability  to  the -public  n:V(Sl. 
prevail.     At  present,  self-perpetuating  boards  are  the  most 
conimon  method  in  which  HSA  boards  are  selected  .and  re- selected. 

We  suggest  that  the  objective  of  the  Congress  could 
be  achieved  with  legislative  language  slightly  differing 
from  that  which  appears  in  the  proposed  bill.  The  Consumer 
Coalition  for  Health  recommends  the  following  language 
on  the  issue  of  accountability  to  the  public  and  banning 
self-perpetuating  governing  bodies.     "Consumer  members  of 
the  governing  body  of  the  agency  shall  be  selected  in  a 
manner  (approved  by  the  Secretary)  which  provides  for 
accountability  to  the  population  of  the  Health  Service 
Area  served  by  the  agency,  subdivision-thereof ,  or  the 
population  groups  represented  on  the  governing  body, 
and  not  more  than  one-third  of  the  total  consumer  members 
may  be  elected  or  othewise  selected  by  the  governing  body 
itself,  or  portion  thereof.     Providers  shall  not  participate 
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in  the  selection  of  consumer  members."       Such  a  revision 
would  give  full  flexibility  to  eachHSA  to  determine 
the  details  of  the  method  of  selection,  so  long  as  the 
principle  of  accountability  to  the  public'- vis  .prt:  He  .eve  d  ,    a  number 
of  HSAs  already  respect  the  principle  of -public  accountability. 
Some  "hold  election-s  at  iarge  iir  the -eritrre  district.  Othej.s 
hold  elections  for  "member  s  of)  the  :'sub- area  councj.la  and  those 
persons  who  are  democrat  j.cal3-y  :•  eJ.ected '  c^ioose  delegates  lo  •'he 
HSA  gdveming  boards.-  .  Other  HSAf!  may  choose  "  to r  have  governing- 
body  members  selected  by  a -.'variety  ;of  ccmiraunity  organizations 
representing  the  -  diverse  social-,  economic:,  linguists  c  ancJ 

"  racial  groups  in  the  population.-: :' Other  HSAs  may  choose  a 
c-ombin-ait-ion  of  these  methods  -Qr;  "otJber  .ij.ethods-cowHxsi  eiit  wi  i  ii 
r^ocQun Lability  to  the  public. 

1"-'     .  Wq  itave  included-in  our  proposal -.langua-gelwhich  would 
alil.ow  the' consumer -members  of  an  OSA  governing;  body  t'.*  choone 

-  up  to  one-  third  of  the  total  consumer  menibers  selected.  The 
purpose  of  this  provision  is  to  allow  the  HSAs  some  flexibilJ.ty 
if  needed  to  meet  the  broadly  representative  requirement  of  the 
statute.     In  some  cases,   the  result  of  the  selection  process  may 
not  satisfy  the  representation  requirement,  and  the  Board  would 

i  -  tiiren  }:«e  ;authori?,ed  to  add  .  additional  members  so  that  if 

.  pGf.i-ticrriar  race,  economic  class  or  social  group  were 
underreprese.ated,  the  matter  could  be  adjusted.     This  proceLS 
allows  a  reconciliation  of  a  democratically  accountable 
selection  process  with  the  result^oriented  broad  representation 
requirement. 
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The  proposed  language  also  would  prohil)j.t  providers 
from  participating  in  the  selection  of  consumer  memt)ers. 
There  have  been  several  cases  which  have  dacumented  the 
interference  by  providers  with  vtVie  ae'lectioij  of  con.suiner 
HSA  board  members.  .  This  occurred ; in  KeniiSYlvaniri,,  Arkansas, 
and  California  among  others.     The  usual ipattern  of  this 
type  of  interference  appears . to  arise  when  large  institutional 
providers     bus    .their  employees  :  to  the  .polling  areas  when 
HSA  board  meiribers  are  being  selectedr   and -instruct  their 
employees  on  which  members  to  vo.te  far..  -  Al.l  these  employees 
are  providers  within  the  meaning  of  .the  statuite.     The  purpose 
of  the  law  providing  for  a  consumer .majority  is  totally 
frustrated  when  proyider  .groups  .caji  .ha.nd:i:)iGk.  t.he  consumers 
on  HSA  (boards « 

The  second  essential  requirement  for  an  effective 
plann.i.ng.  process  independent  of  the  providers'  and  major.  instJiii-? 
tions  representing  them  .is  the  Congre.ss-io.ria3;.  comTriand  i.hat  ESAr> 
be  broadly  representative  of  the  social,  econom.ic,  linguistic 
racial  and  geographic  population.     Unfortunately,   as  a  result 
of  the  decision  by  the  U.S.  Court  of  Appeals  for  the  5th 
Circuit  in  Texas  ACORN  v.  Texas  Area  5  HSA  ,   the  words 
'•'t.ioadly  representative"  in  the  statute  have  been  rendered 
].a.L"ge;iy  meaningless.       The  Court  said  in  effect  that  the  words 
mean  whatever  HEW  interprets  them  to  mean.     But  HEW  has  net 
interpreted  them,  and  as  noted  above,  has  broken  its  promise 
to  issue  regulations  on  the  subject.     The  failure  of  HEW  to 
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c;ive  gviidance  on  thi  s  j  srve  ?>af^  led  many  HSAr-;  to  iani.ii  e 
the  reqi'lrenient  of  broad  r^precsenta t:i .  .furthermore;,  as 
docurrients  obtained  in  discovery  iit  pendijicj  -;lJ  tigat ion 
over  the  issue  reveal,:  the  3"egi,orrat- -"ItCcJ l^r  admiTi j  r:!  r  ci iiors 
have  complained  to  HEW,  in  Washirrgtru-i  :a:baut  i-)i<^ir  ijcrabiJ  ity  >o 
enforce  the  requirements  .beX^ause: -of' ^^aojc  erf  adequate 
definition,  but  have  stil],  not  :nece-:iv6d  necessary  f-civice. 
This  has  led.  maaiy  regionalrhealth  =adiTriji  j  s.tj  ai;ors;  •  i  o  simpjy 
-ignore  the  j.ssue,  particuJ a^r Dry  idTi  .+-he  .?u:ea  cf  .economi  c.  &n<-^ 
social  groups  of  the. .-popul-atcirQrr^-  .-l&n:  aP^.3^cftxo£t-  -brJlox  exdT.vple, 
the  regional  health  .administrator  ^esigjia'tad  .  th.'-^iS/i  d  u  ■[  he.  fe-cc- 
of  strong  protest  by  Texas  ACQRN..:anri -diojcumcntation-  ■■'.hat  only 
3  aut  of  41  consumer  i\iembe.r:B.  oo-fi  ti'fe  3Aa.rfi:  fji:-  l^irector  s  hc  vc 
annua]-  family  incomes.  :a.t  .ar  beliw  ±hj;c ariej^i:ivn,  .ixyt.  the  area. 
There,  is  also  no  evidenceiwhatsoeveu. .nn.- the:  .t-erjcr^'  a+  HKi'7 
to  show  th-at-  any  p.erson  with:  .-.k.i-^er:- :  inmrnar- d-epra-seiite'-'  the-- 
lower  income  group.  ^In-  testiinoay  din:  coriniit ':i.on  wi.tL-  .similar 
litigation  in  New  Orleans,  the  . regiona-l  healr.h-  admin.i  ytrat'-r 
tfi&tJfied  that  he  simply  relied  on  the  HSA  to  meet  the 
broadly  rt.presentative  requirement. 

■".  .The  result  .of  all  this,   as  shown  by  the  report  mentioned 
-above .  (     -4 )  .  is  that  there  are  enormou--;  disparities 
ajid  gross  underiepresentation  of  low-income  families 
auu  of  women.     In  the  supplemental  materials  submitted  to 
tho.  .Committee.,  we  have  included  the  official  HEW  form  entitled 
"Consumer  Merabership  Profile"  for  the  Mid-Atlantic  HSA 
headquartered  in  Baton  Rouge.     That  form  shows  that  only 
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one  person  among  the  16  consumer  board  members  has  income 
under  $10,000  and  only  one  has  income  under  $15,000. 
Thus, 14  out  of  16  consumers  had  incomes  over  $15,000  but 
represent  well  under  half  of  the  economic  and  social  population 
of  the  area.     The  form  also  shows  that  of  the  16  consumer 
members,  15  are  male.     The  pattern  of  Louisiana  is  repeated 
throughout  the  country.     In  many  cases,  HEW  has  approved  HSAs 
without  any  information  as  to  the  economic  status  of  the 
members  of  the  Board.     For  example,  we  have  included  in  the 
supplemental  materials  a  biographical  form  used  by  the  statewide 
HSA  in  Delaware,  which  was  recently  designated  by  HEW.      There  > 
is  no  information  on  income  on  this  form,  so  HEW  could  not  have 
known  whether  the  requirement  of  broad  representation  for 
economic  and  social  classes  has  been  met. 

Because  of  the  cloud  which  the  Texas  ACORN  decision  has 
placed  on  the  expression  "broadly  representative"  it  should  be 
changed  in  the  statute  to  make  the  intention  of  Congress  clear. 
We  recommend  the  following  language  be  inserted  in  Section  1512 (b) 
(3) (C) (i)     by  inserting  after  the  word  "providers  of  health 
care"  the  following: 

" . . .who   approximate  the  economic,  linguistic 

racial,  sexual  and  elderly  population,  geographic 

areas  of  the  health  service  area,  and  major 

purchasers  of  health  care   (including  labor  organizations)." 

Essentially,   this  language  substitutes  the  word  "approximate" 
for  the  words  "broadly  representative  of."      The  words  "social" 
which  is  contained  in  the  current  provision  has  been  omitted 
because  it  is  too  vague.     We  have  added  in  its  place  two 
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major  population  elements  not  currently  recognized  explicitly 
in  the  statute,   that  is,   sex  and  the  elderly.     The  section 
should  also  provide  that  each  HSA  have  at  least  one  represen- 
tative of  the  handicapped  on  its  governing  body  and  sub-area 
council.     It  should  also  provide  that  when  there  are  a 
substantial  number  of  persons  in  the  population  with  specialized 
health  problems,   such  persons  should  be  represented  on  the  HSA 
boards,   for  example,   textile  workers  in  North  and  South 
Carolina  who  have  special  problems  with  brown  lung  disease, 
coal  miners  with  black  lung  disease,   and  similar  situations. 

The  proposed  language  also  includes  labor  unions 
in  the  definition  of  "major  purchasers  of  health  care."  We 
are  pleased  to  note  that  such  a  revision  has  also  been 
included  in  the  bills  introduced  in  both  the  House  and  the 
Senate.     In  many  areas,  labor  unions  are  major  purchasers 
of  health  care  but  indirectly  through  the  collective  bargaining 
process.     An  amendment  to  the  statute  should  recognize  this 
status  of  labor  unions  and  unions  should  be  granted  represen- 
tation on  all  HSAs  as  major  purchasers  of  health  care  except 
in  the  small  number  of  areas  where  no  substantial  portion  of 
the  popula-tion  are  union  members. 

Division  of  Governing  Bodies  Among  Consumers,  Providers  and 
Public  Officials. 

Current  law  states  that  there  must  be  a  majority  of 
consumers  on  HSA  governing  bodies.     The  Okrand  Report  found 
that  consumers  constituted  almost  53%  of  HSA  board  members 
although  it  also  found  12  HSAs  that  had  provider  majorities. 
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Even  where  there  is  a  consumer  majority.  Undersecretary 
Champion      stated  on  January  30,  1978 ,  before  the  Subcommittee 
on  Health  and  the  Enviornment  of  the  House  that  "such  a 
balance  can  sometimes  be  more  theoretical  than  real, 
and  we  are  concerned  about  the    effects  on  the  health  planning 
process  in  such  cases." 

The  Consumer  Coalition  for  Health  urges  that  in  order 
to  protect  the  concept  of  consumer  majority  health  planning 
decisionmaking,  the  HSA  governing  boards  be  required  by  law 
to  constitute  60%  consumers,   25%  providers  and  15%  public 
officials.     Experience  has  shown  that  at  HSA  board  meetings/ 
there  is  often  a  provider  majority.     The  reason  for  this 
is  that  although  there  are  one  or  two  more  consumers  on  the 
board,  provider  representatives  have  better  attendance 
records  because  their  membership  on  the  board  is  part  of  their 
professional  life.     Most  consumer  represetnatives  are 
serving  in  their  spare  time  as  a  public  service  so  that 
cosumer  attendance  is  understandably    lower  than  provider 
attendance  on  the  average. 

The  second  problem  is  the  status  of  public  officials 
on  HSA  boards.     Because  of  the  fact  most  governmental 
entitites  operate  health  facilities  of  varying  kinds,  there 
is  substantial  confusion  in  practice  over  whether  public 
officials  serving  on  HSA  boards     are  providers  or  consumers. 
In  most  cases,  they  have  been  oonsidered  consumers -unless  •- 
they  are  directly  involved  with  the  operation  of  health 
services,  such  as  the  head  of  the  Department  of • Health, 
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If  the  health  facilities  involved  are  in  the  private  sector, 
it  is  quite  clear  that  most  public  officials  would  be  at  least 
indirect  providers  because  of  their  relationship  to  the  health 
facility.     The  best  way  to  handle  this  problem  is  to  have  a 
separate  portion  of  the  board  which  is  neither  consumer 
nor  provider  ,   and  is  designated  public  official,  and 
which  may  be  either  eleected  public  officials  or  appointed 
public  officials  or  persons  designated  by  elected  public 
officials . 

The  Consumer  Coalition  for  Health  is  pleased  to  note 
Undersecretary  Champion's  statement  on  January  30 -that 
HEW  intends  to  offer  a  provision  in  its  proposed  bill  for 
separate  representation  for        .,  •.  =  ,  i 

public  officials,  while  retaining  a  consxamer  majority  , . 
As  Mr.  Champion  stated,  under  the  HEW  proposal,  "the 
current  requirement  that  a  majority  of  the  board  members 
be  consumers  be  retained,   and  elected  officials  and  their 
representatives  may  not  also  be  counted  as  consumers  for 
the  purpose  of  meeting  the  requirement  of  consumer  majority." 
However,  we  believe  that  the  HEW  proposal  to  require  that 
25%  of  the  HSA  board  be  locally  elected  officials  is 
too  high  and  a  figure  of  15%  would  be  more  appropriate. 
Subcommittees  and  Advisor-^^  Boards 

In  practice,  many  of  the  crucial  decisions  made  by  HSAs  are 
actually  made  in  the  Subcommittees  and  Advisory  Boards. 
The  mass  of  decisions  which  face 
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an  HSA  often  do  not  permit  the  Board  members  to  fully 
explore  the  issue  and  the  recommendations  which  come  to  them 
from  the  various  subcommittees  and  advisory  boards  often 
become  the  decision  of  the  HSA  without  substantial  modification. 

In  practice,  providers  tend  to  dominate  the  subcommittee 
and  advisory  boards  both  in  members  and  in  influence.  An 
employee  of  an  HSA  in  New  Jersey  reported  to  us  that.-of  7 
advisory  groups  and  subcommittees,   five  had  no  consumers 
on  them  whatsoever  and  two  others  had  provider  majorities. 
This  is  an  extreme  case    of  a  prevailing  practice  of  large 
provider  majorities  on  subcommittees  and  advisory  boards. 

The  Consumer  Coalition  for  Health  urges  that 
sxibcommittees  and  advisory  boards  be  required  to 
have  a  majority  of  consumers  and  that  the  other 
representational  requirements  be  met  to  the  extent  practicable 
as  in  current  law.     The  smaller  size  of  advisory  groups  and 
subcommittees  may  make  it  impossible  to  meet  the  full  repre- 
sentation requirements,  but  there  is  no  reason  why  consumer 
majorities  should  not  be  required. 

Effective  Participation  by  Governing  Bodies  and  Committee  Members 

Consumers  are  in  fact  experts  on  the  health  care 
needs  of  their  communities  and  the  failures  and  deficiencies  in 
the  current" health  care  systems  in  their  areas.     Most  consumers, 
however,     lack  the  technical  expertise,  training,  and  education 
to  translate  their  understanding  of  needs  into  more  formalized 
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decisions  and  plans.     Some  providers,  on  the  other  hand, 

have  a  combination  of  professional  status  and  technical 

training  and  expertise  to  dominate  the  decisionmaking  even 

where  there  are  independent  consumer  participants  in  the  process. 

To  put  it  bluntly,  without  independent  technical  assistance, 

consumers  are  often  buried  under  a  mountain  of  figures  and 

reports  which  they  lack  the  time  to  analyze  or  are  snowed 

by  professional  jargon.     This  prbblem  can  be  approached 

and  consumers  made  more  effective  participants  in  the  health 

planning  process  if  consumers  have  both  adequate  training 

and  technial  assistcince. 

There  should  be  a  requirement  that  all  members  of 
HSA  governing  bodies  and  subordinate  bodies  complete  an 
orientation  or  training  program  of  not  less  than  10  hours 
within  3  months  after  appointment  or  selection  to  the 
body.     The  training  program  should  not  be  run  by  the  HSA 
staff,  but  by  separate  entities. 

In  addition  to  training,  independent  technical  as- 
sistance must  be  provided  to  consumer  participants  at  all 
levels  of  the  planning  process  to  insure  their  ability  to 
function  effectively  and  independently.     HSA  board  members 
and  persons  on  subcommittees  and  advisory  boards  are  often 
faced  with  massive  amounts  of  material  which  they  are  expected 
to  understand  and  evaluate.     This  includes  certificate  of 
need  applications,  applications  for  federal  funding  as  well 
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as  health  service  plans  and  annual  implementation  plans. 
Consumers  need  independent  technical  assistance  in  order  to 
analyze  these  papers.     This  technical  assistance  must  be 
independent  of  the  HSA  staff  in  order  to  avoid  conflict  of 
interest.     The  function  of  the  consumer  advisor  in  many 
respects  is  to  critique  the  work  of  the  staff  of  the  HSA. 
There  are  many  cases  in  which  HSA  staff  may  have  substantial 
differences,  but  these  differences  disappear  in  final  staff 
reports  and  the  staff  coalesces  around  its  recommendations. 

Accordingly,  independent  technical  assistance  should  be 
mandated,  one  consumer  advisor  for  each  HSA,  with  HEW  having 
authority  to  require  greater  numbers  as  needed  by  either 
large  populations  or  geography.     This  technical  assistance 
could  be  provided  by  the  regional  technical  assistance 
centers  or  by  other  community  non-profit  organizations,  and 
funded  by  HEW. 
Certificate  of  Need 

The  provision  for  state  certificate  of  need  programs 
lies  at  the  heart  of  the  ability  of  health  planning  to 
insure  equitable  distribution  of  resources  and  development 
of  sound  cost  containment  policies. 

We  know  of  only  one  state,  Arkansas,  which  meets  the 
current  regulation  for  certificate  of  need.  Experience 
indicates  that  by  1981  when  the  current  statute  requires  full 
compliance  by  all  states,  many  will  not  be  in  compliance. 
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What  will  happen  then  is  that  the  pressure  for  further 
extension  will  be  irresistable  because  of  the  plea  of  the 
states  that  they  suddenly  lose  so  much  funding  and  v/ould 
have  to  substantially  curtail  their  health  programs.  For 
example.  North  Carolina,  in  its  unsuccessful  challenge  to 
the  constitutionality  of  Health  Planning  Act,  claimed  that 
just  under  50%  of  all  non-Medicare  and  non-Medicaid  health 
funding  in  the  state  would  be  lost  if  it  failed  to  comply 
with  the  certificate  of  need  requirement.     We  have  recently 
seen  the  same  kind  of  problem  in  which  Congress  has  twice 
extended  the  deadline  for  states  to  comply  with  the  utiliza- 
tion review  requirement  for  long-term  care  facilities  under 
Medicaid. 

Accordingly,  we  support  the  principle  of  phased  re- 
duction in  funding  under  the  Public  Health  Service  Act 
and  other  laws  if  the  state  does  not  satisfy  the  certificate 
of  need  requirement. 

Consumer  Coalition  for  Health  believes  that  the  current 
domination  of  health  planning  by  the  medical  establishment 
can  be  used  and  has  been  used  in  some  places,  to  stifle 
the  development  of  health  maintenance  organizations.  HMOs 
are  encouraged  by  federal  law  and  in  many  situations  have 
demonstrated  their  ability  to  provide  quality,  comprehensive 
health  care  at  substantially  lower  cost  than  the  fee-for- 
service  basis.     This  movement  must  not  be  stifled. 
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The  Consumer  Coalition  for  Health  therefore  urges  that 
closed-panel  HMOs  should  be  excluded  from  certificate  of 
need  requirements  except  in  new  hospital  construction.  New 
hospital  construction  certificate  of  need  requirements  should 
be  subject  to  a  final  decision  by  the  Secretary  of  HEW  in 
the  case  of  closed-panel  federally  qualified  HMOs.  The 
experience  in  Washington,  D.C.  where  the  Group  Health  Associa- 
tion, one  of  the  oldest  and  best  established  HMOs,  has 
been  unable  to  obtain  its  own  hospital  facility,  demonstrates 
the  need  for  federal  review  of  state  decisions  denying 
certificate  of  need  applications  by  HMOs  for  hospital 
construction. 
Additional  Comments 

We  have  attached  to  our  testimony  the  complete  set  of 
legislative  proposals  and  amendments  to  P.L.  93-641,  developed 
by  the  Consumer  Coalition  for  Health,  and  specific 
statutory  language  with  respect  to  Section  1512(b)(3)(C). 
In  addition,  comments  on  other  important  provisions  of  the 
House  bill  follow  by  section  number: 
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Section  206(c) (1) (B) (ii)  and  Section  208  -  We  oppose 
any  authority  which  would  permit  HSAs  to  accept  funds 
from  fovmdations  which  receive  substantial  contributions 
from  providers  as  defined  in  the  Act.     The  most  likely 
foundations  to  fund  HSAs  will  be  those  which  are  the 
creations  of  the  corporate  health  care  industry.  Such 
funding  would  seriously  threaten  the  independence  of  the 
HSA.     Furthermore,  to  protect  the  independence  of  the  HSA, 
a  limit  on  the  portion  of  the  total  budget  of  the  HSA 
which  came  from  private  sources  should  be  set.  "^^^"^ 


Section  209(b)  is  unnecessary.     It  adds  an  additional 
category  of  direct  providers  who  are  already  well  represented 
by  practicing  health  care  professionals  -  and  direct 
institutional  providers . 

Section  209(d)  eliminates  the  twelve  month  waiting 
period  before  ex-indirect  providers  can  serve  on  HSAs  as 
consumers.     The  provision  will  serve  to  perpetuate  provider 
dominance  by  allowing  an  easy  switch  from  provider  to 
so-called  consumer,  and  it  should  be  deleted. 

Section  211  (b)  -  The  proposal  to  have  a  minimum  size 
for  executive  committees  is  beneficial,  but  ten  is  too 
small  a  number,  since  it  means  only  six  consumer  members, 
hardly  likely  to  represent  a  cross  section  of  the  governing 
body.     In  practice,  in  many  HSAs  the  Executive  Committee 
is  the  true  governing  body. 
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Section  213(b)   -  The  allowance  of  advances  for  expenses 
of  attending  meetings  is  important  to  assure  participation 
by  the  average  income  consumer. 

Section  215  -  We  support  the  requirement  of  staff 
expertise  in  preventive  and  public  health  matters. 

Section  216(c)  -  This  section  is  not  desirable  as  it 
shifts  planning  power  away  from  the  agencies  responsible 
to  the  population,  the  HSAs  and  SHCCs  and  concentrates 
more  power  in  the  bureaucracies  of  state  planning  agencies. 
In  particular,  the  section  appears  to  mandate  that  the 
Health  Service  Plan,  the  basic  planning  document,  be 
excessively  influence  by  top-down  planning  since  it  must 
conform  to  the  determination  of  the  state  agency  as  to 
statewide  health  needs.     Similarly,  section  217(c), 
although  apparently  designed  to  increase  efficiency,  will 
also  increase  the  domination  of  the  state  agency. 

Section  218  -  We  support  the  requirement  that  certificate 
of  need  approvals  be  reviewed  annually  to  measure  progress. 

Section  218  -  The  new  section  1527(a)(5)   is  unfairly 
,    loaded  in  favor  of  institutional  providers  seeking  certifi- 
cate of  need  approval.     It  should  be  amended  to  include 
a  right  of  appeal  for  the  public  and  for  HSAs  if  certificate 
of  need  is  granted  over  their  objection. 
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Section  219  -  This  appears  to  require  states  to  close 
dovm  facilities.     The  subject  requires  much  greater  con- 
sideration than  given  by  the  committee,  including  issues 
of  compensation  for  employees  and  affected  institutions 
and  protection  of  the  interest  of  consumers.     The  subject 
should  be  dealt  with  in  separate  legislation. 


26-219  O  -  78  -  pt.  1  -  43 
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PROPOSALS  FOR  AMENDMENTS  TO  P.L.  93-641 


A.     Composition  of  Health  Systems  Agencies  Governing 
and  Supporting  Bodies. 

In  the  long  run,   the  planning'  act  will  achieve  its 
objectives  of  equitable  distribution  of  health  care  resources, 
quality  care,  and  cost  containment  only  if  HSAs  are  controlled 
by  independent  consumer- majorities  accountable  to  the  public 
they  represent  and  the  groups  they  represent.     This  is  not 
the  case  at  present.     Most  HSAs  are  not  accountable  and  are 
not  representative  of  the  population,  particularly  with  regard 
to  economic  groups  and  sex.     Most  HSAs  were  organized  by  the 
physicians  and  hospital  administrators  v/ho  have  traditionally 
dominated  the  health  planning  process  and  the  entire  health 
care  system.     In  some  cases,   local  or  state  officials  also 
played  a  role  in.  the  organization  of  KSAs .     The  first  governing 
bodies  of  HSAs  and  sub-area  councils  were  selected  by  these 
organizing  interests.     The  general  pattern  of  HSA  by-laws 
is  to  provide  that  the  current  board  reelects  itself  and. 
elects  its  successor.     Of  course  this  is  not  universal  and 
there  are  a  number  of  HSAs  which  have  much  more  accountable 
systems.     On  the  whole,  hov/ever,  the  pattern  is  self-initiated, 
self-perpetuating  HSA  governing  boards. 

!•     Broadly  representative  HSA  bocrds     As  a  result 
of  the  decision  by  the  United  States  Court  of  Appeals  for 
the  Fifth  Circuit  in  Texas  Acorn  v.   Texas  Area  Five  HSA, 
the  words  "broadly  representative"  have  been  rendered  largely 
meaningless.     Therefore,  to  make  the  intention  of  Congress 
clear,  the  "broadly  reprer-entative"  clause  of  subsection  (i) 
should  be  changed  to  read  as  follows: 

" (i)  A  ma jority . . .who  are  consumers 
of  health  care ...  and  who  approximate 
the  economic,  linguistic,  racial, 
sexual,  and  elderly  populations, 
geographic  areas  of  the  health  service 
area,  and  the  major  purchasers  of  health 
care . " 
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The  word  "social"  which  is  contained  in  the  current  provision 
has  been  omitted  because  it  is  too  vague.     V7e  have  added  in 
its  place  two  major  population  elements  not  currently  recog- 
nized in  the  statute,   that  is,   sex  and  the  elderly.  The 
section  should  also  provide  that  each  HSA  have  at  least  one 
representative  of  the  handicapped  on  its  governing  body  and 
SACs.     It  should  also  provide  that  where  there  are  a  substan- 
tial number  of  persons  in  the  population  having  specialized 
health  problems,   such  persons  should  be  represented  on  the  HSA 
boards,   for  example,      textile  workers  in  North  Carolina  and 
South  Carolina  who  have  special  problems  with  brovm  lung  disease, 
coal  miners  facing  black  lung  disease,  and  similar  situations. 

2 .     Percentage  of  consumers  and  others  on  HSA  boards. 
There  are  tvo  r^.ajor  problems  with  the  current  formula  for 
division  of  HSA  boards  betv;een  consumers  and  providers. 
Although  the  statute  allows  up  to  60%  consumers,  an  HEW 
survey  has  shown  that  in  practice  consumers  represent  only 
51%  of  HSA  boards.     As  a  result,   at  actual  HSA 
board  meetings,   there  is  most  often  a  provider  majority. 
The  reason  for  this  is  that  provider  representatives  are 
on  the  boards  as  part  of  their  professional  life,  whereas 
most  consumer  representatives  are  serving  in  their  spare  time 
as  a  public  service.     Consumer  attendance  is  understandably 
lower  than  provider  attendance  on  the  average. 

The  second  problem  is  the  status  of  public  officials 
on  HSA  boards.     Because  of  the  fact  that  most  governmental 
entities  operate  health  facilities  of  varying  kinds,  there 
is  substantial  confusion  in  practice  over  whether  public 
officials  serving  on  HSA  boards  are  providers  or  consumers. 
In  most  cases  they  have  been  considered . consumers ,  unless 
they  are  directly  in  charge  of  the  operation  of  health 
services,   such  as  the  head  of  the  Department  of  Health. 
If  the  health  facilities  involved  were  in  the  private  sector, 
it  is  quite  clear  that  most  public  officials  would  be  at 
least  indirect  providers  because  of  their  relationship  to 
a  health  facility.     The  best  way  to  handle  this  problem 
is  to  have  a  separate  portion  of  the  board  which  is  neither 
consumer  nor  provider,  but  is  designated  public  official, 
and  who  may  either  be  elected  public  officials  or  appointed 
public  officials. 

Accordingly,  the  formula  for  HSA  boards  should  be 
60%  consumers,  25%  providers,  and  15%  public  officials. 
. .  .3 .     Non-professional  health  workers  . 

rNon-Drof essional  health  workers  are  compl'^tely 
exclud      from  the  provider  representational  categories.  There 
should  be  a  change  to  require  that  at  least  one  representative 
of  non-professional  health  workers  be  included  in  the  provider 
category.     In  many  cases,  it  is  the  non-professional  health 
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v/orker  who  has  the  most  regular  contact  with  patients,   and  who 

may  be  in  a  better  position  than  anyone  else  to  provide  input 

on  tile  quality  of  care  and  the  areas  where  services  are  inadequate 

4.  Method  of  selection.     There  should  be  a  specific  . 
provision  that  the  method  ot  selection  of  consumer  representative 
must  provide  accountability  to  the  public  at  large  or  to  tne 
groups  which  individuals  represent.     Because  of  diversity  in 
organization  of  KSAs,   it  is  probably  not  feasible  to 
prescribe  a  particular  method  of  selection,   so  long  as 

the  accountability  is  adhered  to.     It  would  be  better 
to  allow  HEW  administrative  discretion  to  enforce  this 
provision,   so  long  as  self-perpetuating  boards  are  prohibited. 
It  is  also  important  that  there  be  a  provision  prohibiting 
both  direct  and  indirect  providers  from  voting  on  consumer 
representation.     At  present,   such  voting  is  a  major  technique 
for  continuance  of  provider  domination.     On  most  self-per- 
petuating HSA  boards,  new  consumer  representatives  are' 
elected  by  combined  vote  of  consumer  and  provider  represen- 
tatives.    Since  .there  is  usually  only  one  moie  consumer  than 

providers  on  £■  beard,   it  is  very  simple  for  ths  providers  to 
band  together  and  dominate  the  election  of  consumer  repre- 
sentatives.    Similarly,   in  some  areas  where  consumer 
representatives  are  chosen  through  an  election  process, 
provider  institutions  have  organized  large  numbers  of 
their  workers  and  brought  them  to  the  polling  places. 
Since  the  number  of  persons  participating  in  these  elections 

tends  to  be  a  small  percentage  of  the  population--only  those 
most  concerned  about  health  care  at  the  present — block 
voting  by  several  hundred  hospital  employees  can  determine 
the  outcome  of  an  election.     All  of  these  institutional 
employees  are  indirect  providers. 

5.  Labor  union  representation.   The  present  law 
recognized"ma jor  purchasers  of  health  care"  as  entitled 
to  representation  on  HSA  boards.      In  many  areas,  labor 
unions  are  major  purchasers  of  health  care,   but  indirectly 
through  the  collective  bargaining  process.     As  a  result, 
neither  HEW  nor  most  HSAs  have  recognized  labor  unions 
officially  as  major  purchasers  of  health  care.     An  amendment 
is  required  to  carry  this  out,  and  labor  unions  as  well  as 
management  should  be  granted  representation  on  all  HSAs 

as  major  purchasers  of  health  care  except  in  the  small 

number  of  areas  where  no  substantial  portion  of  the  population 

are  union  members. 

6 .  Subcommittees  and  advisory  boards.    The  Act 

now  requires  that  subcommittees  and  advisory  boards  need  to 
meet  the  representational  requirements  only  "to  the  e.xtcnt 
practicable."     Although  it  may  be  difficult  for  all  corrjnit tees 
to  meet  all  representational  requirements,   because  of  small 
size,   there  is  no  reason  not  to  require  consumer  majorities. 
In  practice,  committee  reports  often  become  decisions  of  the 
larger  bodies.     The  current  loophole  has  resulted  in  provider- 
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dominated  conunittees.     In  one  area.  East  Central  Illinois 
HSA,   the  SACs  were  reconstituted  as  area  advisory  corLT.it toes 
because  they  lacked  consumer  majorities  as  a  v;ay  of  getting 
around  compliance  with  the  requirements   for  representation 
on  SACs. 

7.     Non-metropolitan  representatives .   This  provision 
should  be  clarified  so  that  it  specifically  requires  that 
non-metropolitan  representatives  include  persons  actually 
living  in  rural  settings.     In  many  situations,  the 
non-metropolitan  representatives  come  from  the  urban 
centers  in  the  rural  areas  and  are  not  truly  representative 
of  the  interest  of  the  rural  population. 

B .     Certificate  of  Need. 

Although  certificate  of  need  can  be 
utilized,   and  in  many  cases  is  being  utilized,    by  the  already 
established  provider  institutions  to  perpetuate  themselves  and 
prevent  innovation,   on  the  v/hole  it  appears  that  certificate  o 
need  is  necessary  for  effective  planning  and  cost  containment. 
A  number  of  changes  are  needed  to  make  the  certificate  of  need 
program  effective  and  a  major  exception  must  be  included  to 
prevent  stifling  of  the  creation  of  tIMOs, 

1.  Exclusion  of  HMOs.     To  facilitate  the  development  of 
closed  panel  njlOs,   they  should  all  be  excluded  from  certificate 
of  need  requirements  except  for  new  hospital  construction. 
This  exclusion  should  apply  to  both  federally  qualified  and 
non-qualified  closed  panel  HMOs.     This  is  necessary  because 
some  HMOs  cannot  meet  federal  qualifications  at  first,  but 

can  do  so  after  a  reasonable  start-up  time. 

2.  HMO  hospital  construction.     HMOs  should  be  subject 

to  state  certificate  of  need  requirements  on  hospital  construc- 
tion except  that  for  closed  panel  federally-qualified  HMOs, 
the  decision  of  the  state  agency  should  be  subject  to  review 
and  reversal  by  HEW. 

3.  Coverage  of  certificate  of  need.     The  required 
coverage  under  the  current  regulations  is  inadequate  and 
should  by  statute  be  expanded  to  include  doctors'  offices, 
CAT  scanners  (wherever  located),  home  health  agencies,  and 
leasing  and  new  acquisitions. 

4.  Federal  facilities.     Federal  facilities  should  be 
subject  to  certificate  of  need  requirements,   excepc  that 
the  decision  of  the  state  agency  would  only  be  advisory  and 
HEW  would  have  final  certificate  of  need  authority  over 
federal  facilities. 
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5.  Consular  naiority  on  sta'ce  ac:>?nciGS.     The  final 
decision  on  certificate  of  need  by  a  state  agency  should  be 
made  by  a  panel  which  contains  a  majority  of  consumers 
appointed  for  fixed  terns. 

6.  Conoliance  with  plans  and  guidelines.     If  an  HSA 

or  a  state  agency  makes  a  certificate  of  need  decision  which 
is  not  in  compliance  with  the  applicable  health  service  plan, 
state  health  plan,   state  medical  facilities  plan,  or  the 
national  planning,  guidelines ,   the  agency  should  be  required  to 
state  in  writing  the  reason  for  not  adhering     to  the  applicable 
plan. 

7.  Judicial  review.   If  state  law  permits  judicial  review 
of  final  certificate  of  need  decisions,    then  the  HSA  in  the 
area  and  any  person  or  entity  which  participates  in  the  certi- 
ficate of  need  reviev/,   including  by  testimony  at  a  hearing,, 
should  be  required  to  have  standing  for  such  an  appeal.  Similarly, 
all  such  persons  should  have  the  right  to  participate  in  any 
administrative  appeals. 

8 .  Progress  tov/ards  certificate  of  need  compliance. 
To  date,   only  one  state,  Arkansas,  meets  tne  current 
regulations  for  certificate  of  need.     Experience  indicates 
that  by  1981,   when  the  current  statute  requires  full  .compliance 
by  all  states,  many  will  not  be  in  compliance.     What  will 
happen  then,   is  that  the  pressure  for  further  extension  will 

be  irresistible  because  of  the  plea  of  the  states  that  they 
v;ill  suddenly  lose  so  much  funding  and  would  have  to  substan- 
tially curtail  their  health  programs.     For  example.  North 
Carolina  in  its  lawsuit  challenging  the  constitutionality  of 
the  Planning  Act,   claimed  that  just  under  50%  of  all  of  its 
non-Medicare-Medicaid  health  funding  in  the  state  would  be 
lost  if  it  failed  to  comply  with  the  Planning  Act.     We  have 
recently  seen  the  same  kind  of  problem  in  which  Congress  has 
tv/ice  extended  the  deadline  for  states  to  comply  with  the 
utilization  review  requirement  for  long-term  care  facilities 
under  Medicaid. 

What  is  therefore  needed  is  a  system  of  incentives  and 
penalties  which  are  appropriate  to  the  dimension  of  the  issue 
and  which  will  result  in  compliance  by  the  state.     As  an 
incentive.  Congress  should  .appropriate  funds . already  authorized 
so  that  HSAs  would  have  monies  to  grant 

for  the  development  of  projects  and  programs  which  the  agency 
determines  are  necessary  to  achieve  the  health  systems  described 
in  the  health  system  plan.     However,   these  funds  should  be 
available  only  in  those  states  in  which  HEW  makes  a  determination 
that  the  state  is  making  substantial  progress  towards  full 
compliance  with  certificate  of  need  requirements  and  will  meet 
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all  of  those  requirements  v;ithin  the  time  period  specified 
in  section  1521(d).     On  the  penalty  side,    there  should  be 
a  reduction  in  funding  for  state  agencies  not  making  substan- 
tial progress  tov;ards  full  compliance  with  certificate  of  need. 
The  reduction  -should  be  on  an  accelerating  scale,  beginning, 
for  example,   July  1979  with  a  reduction  of  25%,   moving  to  40% 
by  January  1980,   and  50%  by  July  1980. 

C .     Effective  Participation  by  Governing  Rody  and 
Committee  Members 

Consumers  are  in  fact  experts  on  the  health  care  needs 
of  their  community  and  the  failures  and  deficiencies  in  the 
current  health  care  systems  in  their  areas.     Most  consumers, 
hov.-ever,   lack  the  technical  expertise,   training,  and  education 
to  translate  their  understanding  of  needs  into  more  formalized 
decisions  and  plans.     Providers,  on  the  other  hand,   have  a 
combination  of  professional  status  and  technical  training  and 
expertise  to  dominate  the  decision-making  even  where  there 
are  independent  consumer  participants  in  the  process.  To 
put  it  bluntly,  without  independent  technical  assistance, 
consumers  are  buried  under  a  mountain  of  figures  and  reports 
which  they  lack  the  time  to  analyze  or  are  snowed  by 
professional  jargon.     This  problem  can  be  approached  and 
consumers  made  into  more  effective  participants  in  the  health 
planning  process  if  consumers  have  both  adequate  training 
and  technical  assistance. 

1.  Technical  assistance.     Independent  technical  assis- 
tance must  be  provided  to  consumer  participants  at  all 
levels  of  the  planning  process.     One  consumer  advisor  should 
be  mandated  for  each  HSA  with  HEN  having  authority  to  require 
greater  numbers  where  needed  by  either  large  population  or 
geography.     The  consumer  advisor  should  be  completely  indepen- 
dent from  the  staff  of  the  HSA  or  other  body  so  as  to  avoid 
conflict  of  interest.     The  function  of  the  consumer  advisors 
in  many  respects  is  to  critique  the  work  of  the  staff  of  the 
HSA.     These  technical  assistants  could  be  employed  by  the 
regional  technical  assistance  programs  now  in  effect,  or  by 
other  community  non-profit  organizations,   and  funded  by  HEW. 

2.  Training  HSA  participants.   There  should  be  a 
requirement  that  all  members  of  HSA  governing  bodies  and 
subordinate  bodies  complete  an  orientation  or  training 
program  of  not  less  than  10  hours  within  3  months  after 
appointment  or  selection  to  the  body.     The  training  program 
should  not  be  run  by  the  HSA  staff,  • 

but  by  separate  entities  as  described  above. 
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3.     Availability  of  PSRO  data.     Current  lav/  gives  HEVj 
complete  discretion  on  regulations  to  make  data  collected 
by  PSROs  public.  UEVl  has  not  as  yet  promulgated  any 

regulations  and  the  result  is  that  all  PSRO  data  remains 
secret.     This  data  is  essential  to  the  planning  process. 
Indeed,   there  is  no  way  that  an  HSA  with  its  limited  staff 
and  resources  can  obtain  the  kind  of  information 
which  is  available  under  the  profiles  of  individual  and 
institutional  providers  which  are  prepared  by  PSROs.  If 
the  data  is  to  be  available  to  the  planning  agencies,  it 
must  also  be  available  to  the  public.     Otherwise  the  result 
would  be  secret  decision-making.     In  addition,  much  of  the 
information  would  be  of  great  value  to  the  public.  Therefore, 
all  PSRO  data,  except  that  which  identifies  individual  patients, 
should  be  available  to  all  planning  agencies  and  the 
public.     As  protection  against  erroneous  interpretation  of 
the  data  by  the  public,   the  committee  reports  should  clearly 
indicate  that  the  data  should  be  released  with  an  explanatory 
statement  designed  to  reduce  any  possible  misunderstanding. 
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Consumer  Coalition 
for  Health 

"Consumers  United  (or 
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Effective  Planning" 


1511  K  Street.  N.W..  Suite  220 
Wosfiington.  D.C.  20005 
202/34  7-8088 


January  10,  1978 


NATIONAL  HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT  ACT 
Proposed  Amendments  on  Composition  of  Health  Systems  Agencies 

Section  1512  (b)  (3) 

(C)     COMPOSITION,     The  membership  of  the  governing 
body  and  the  executive  committee    (if  any)   of  an  agency  shall 
meet  the  following  requirements. 

(i)  A-ma5erity--(bHfe-nefe-r?ioi*e-than-6e-peir 
eenfetiffl)     Sixty  per  centum  shall  be  residents  of 
the  health  service  area  served  by  the  entity 
who  are  consumers  of  health  care  and  who  are 
not   (nor  within  the  twelve  months  preceding 
appointment  been)   providers  of  health  care  and 

who  are-broadiy-repjresenfcative-ef  approximate  the  seeiai, 
economic,   linguistic,  and  racial,   sexual,  and  elderly 
populations,  geographic  areas  of  the  health  service 
area,  and  major  purchasers  of  health  care  (including 
labor  organizations^. 

(ii)  Fifteen  per  centum  shall  be  residents 
of  the  health  service  area  served  by  the  agency 
who  are  elected  public  officials  or  persons 
appointed  by  elected  public  officials. 

AFL-CO  Gray  P«niM«n  NaoordI  Council  of  Senar  Cmnra 

A/twncan  BacXi5t  Churches  National  Association  or  Farm  Workers  Orgaruations  Nanonal  Ftmer%  Urnon 

C«nier  lor  Community  Crian9«  Naoonal  Cticarv)  Hvatlti  Organtzattftn  NawnaJ  truMn  H«aivi  Boa/d 

Chun^n  ol  Via  8r«mr»n  COSSMHO— Natnnal  CoaliDon  ol  Hisoamc  Haalin  Runl  Anwnca 

Comumar  Faoaranon  ot  Amenca  Or^anja-jona  and  Human  Sanoca  Orgamzawrn  Unon  ol  Haorw  Coogrwgaoonj 

Faoaraton  of  Ogaruauons  of  Protessronai  Women  National  CoAsunwrv  Laagua  Uwiad  Auto  Won^rs 
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iii)-   (iii)  -  The  remainder  of  the  members  shall 
be  residents  of  the  health  service  area  served  by 
the  agency  who  are  providers  of  health  care  and 
who  represent   (I)   physicians  (particularly 
practicing  physicians),  dentists,  nurses,  and  other 
health  professionals,    (II)  health  care  institutions 

(particularly  hospitals,   long-term  care  facilities 
and  health  maintenance  organizations) ,    (III)  health 
care  insurers,    (IV)  health  professional  schools,  and 

(V)   the  allied  health  professions,  and  VI 
non-professional  health  workers, 
•^iiif   (iv)   -  The  membership  shall  - 

(I)  include  -(either-through-eonsuweif-ef 
p3fovide3f-Rieinbe3fs>-ptiblie-eieefeed-exx±eiais-and 
efehef-jfepfeaenfcafeives-er-gevefniReHfeai-aHthejrities 
iH-fhe-ageHey-s-heaith-seeviee-atea-aRd 
representatives  of  public  and  private  agencies 

in  the  area  concerned  health. 

(II)  include  a  percentage  of  individuals  who 
reside  in  non-metropolitan  areas  within  the 
health  service  area  which  percentage  is  equal 
to  the  percentage  of  residents  of  the  area  who 
reside  in  non-metropolitan  areas  (including 
persons  residing  in  rural  settings) ,  and 

(III)  if  the  health  systems  agency  serves  an 
area  in  which  there  is  located  one  or  more 
hospitals  or  other  health  care  facilities  of 
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the  Veterans'   Administration,   include,  as  an 
ex  officio  member,   an  individual  v/hom  the 
Chief  Medical  Director  of  the  Veterans' 
Administration  shall  have  designated  for 
such  purpose,   and  if  the  agency  serves  an 
area  in  which  there  is  located  one  or  more 
qualified  health  maintenance  organizations 
(within  the  meaning  of  section  1310) ,  include 
at  least  one  member  v.'ho  is  representative  of 
such  organizations. 

(IV)     include    (among  its  consumer  members)  at 
least  one  representative  of  the  handicapped  as 
defined  in  section  706(6)   of  title  29,  United 
States  Code,   and  in  a  health  service  area  where 
a  substantial  number  of  persons  have  an 
identifiable  occupational  health  problem,  at 
least  one  representative  of  such  group. 
-(iv>   (v)       If,  in  the  exercise  of  its  functions, 
a  governing  body  or  executive  committee  appoints  a 
subcommittee  of  its  members  or  an  advisory  group,  it 
shall  appoint  a  majority  of  consumers  to  such 
subcommittee  or  group  and  shall  to  the  extent 
praticable  make  its  appointments  to  any  such 
subcommittee  or  group  in  such  a  manner  as  to 
provide  the  representation  en-stieh-stibeeminittee 
©r-groap  described  in  this  subparagraph. 
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(vi)    Consumer  members  of  the  governing  body  - 
of  the  agency  shall  be  selected  in  a  manner  (approved 
by  the  Secretary)  which  provides  for  accountability 
to  the  population  of  the  health  service  area 
served  by  the  agency,   sub-divisions  thereof,  or 
the  population  groups  represented  on  the  governing 
body,   and  not  more  than  one-third  of  the  total 
consumer  members  may  be  elected  or  othenvise  selected 
by  the  governing  body  itself    (or  portion  thereof). 
Providers  shall  not  participate  in  the  selection  of 
consumer  members. 
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STATEMENT  OF  STEVE  SUITTS 

Mr.  Sums.  Mr.  Chairman  and  Mr.  Carter,  I  am  Steve  Suitts.  I 
am  the  executive  director  of  the  Southern  Regional  Council.  For 
clarification  I  should  stress  that  the  Southern  Regional  Council  is  a 
private,  not-for-profit  organization  located  in  Atlanta,  Ga.  Our 
overriding  mission  is  to  do  what  we  can  to  promote  equal  opportimity 
for  all  peoples  in  the  south. 

While  the  Council  has  had  an  abiding  concern  for  health  care  and 
has  used  its  research  tools  to  examine  how  well  health  care  is  de- 
livered to  southerners,  in  the  past  couple  of  years  we  have  focused 
carefully  on  health  systems  because  of  their  importance  and  their 
potential. 

In  the  summer  of  1976,  we  examined  28  health  system.^  agencies 
in  the  11  States  of  the  old  Confederacy.  Our  study  which  we  have 
given  this  committee  was  conducted  on  the  basis  of  the  information 
that  we  gathered  there.  I  do  not  want  to  go  into  the  full  findings  of 
that  report,  but  I  do  want  to  stress  a  few  areas  which  we  believe  are 
most  important  and  which  have  direct  relevance  to  this  committee's 
consideration  [see  p.  677]. 

We  were  most  disturbed  by  the  method  of  creation  and  organiza- 
tion of  the  HSA's.  More  than  80  percent  of  those  HSA's  which  we 
surveyed  were  private,  non- for- profit  organizations  which  were  self- 
appointed  and  self-perpetuating.  There  were  very  few  provisions  for 
public  participation,  and  even  some  of  those  provisions  which  were 
in  the  bylaws  were  not  very  well  observed. 

The  creation  of  most  HSA's  in  these  southern  States  went  without 
the  scrutiny  of  the  public  and  with  only  minimal  public  participation. 

We  found  as  well  that  the  composition  of  the  governing  boards 
does  not,  in  fact,  reflect  the  varying  segments  of  the  population  that 
exist  in  these  southern  States  and  in  the  local  populations  where  the 
HSA's  existed.  Perhaps  not  too  surprisingly,  we  found  that  in  most 
HSA's  blacks  were  underrepresented  and  in  no  instances  were  there 
more  blacks  on  any  of  these  governing  boards  than  there  were  in  the 
population.  In  most  instances  the  vote  was  noticeably  below. 

We  found  that  women  were  vastly  underrepresented.  There  were 
no  provisions  for  and  there  were  seldom  any  members  from  groups 
who  have  particular  medical  needs  such  as  the  physically  disabled  or 
the  elderly. 

All  in  all,  on  the  governing  boards  of  the  HSA's  which  we  sur- 
veyed there  had  been  no  initiative  to  actually  reflect  the  communities 
and  the  various  groups  that  make  up  the  communities  where  these 
HSA's  operate.  Disturbing  to  us,  also,  was  the  fact  that  the  staffs  of 
the  HSA's  were  not  very  reflective  of  the  diversity  of  the  community 
as  well.  Beyond  clerical  positions,  to  find  a  black  or  female  in  a 
professional  position  was  a  rare  instance  in  these  28  HSA's  which 
we  surveyed. 

I  think  these  findings  alone  militated  us  to  conclude  that  more 
emphasis  needs  to  be  placed  upon  either  specific  language  or  instruc- 
tion to  the  agencies  that  these  HSA's  must  reflect  more  accurately 
and  broadly  the  segments  of  the  population.  I  do  not  need  to  spell 
out  to  this  committee  the  fact  that  these  groups  which  I  have  men- 
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tioned  are  groups  that  have  often  special  needs  in  the  area  of  health 
care.  Our  survey  shows  that  they  are  the  groups  which  have  been 
largely  underrepresented. 

I  should  point  out,  Mr.  Chairman,  that  it  is  not  an  easy  duty  for 
any  consumer,  especially  one  who  is  poor,  and  there  are  very  few 
poor  folks  on  HSA's  and  even  fewer  folks  who  represent  poor  peo- 
ples organizations,  but  it  is  not  very  easy  to  be  a  consumer  member 
of  this  governmental  body  or  quasi-governmental  body. 

We  found  that  transportation  is  often  a  problem.  There  is  certainly 
not  a  uniform  policy  of  HSA's  to  reimburse  anyone  on  their  boards 
for  travel.  Some  of  the  distances  in  the  south  and  elsewhere  in  the 
country  amount  to  round  trip  travel  of  as  much  as  200  miles  to  attend 
meetings  of  the  governing  board  or  to  attend  subcommittee  meetings. 

We  also  found  that  such  things  as  lodging  were  seldom  provided. 
So,  the  fact  is,  Mr.  Chairman,  that  even  those  folks,  who  are  on 
HSA's  and  who  do  reflect  these  groups  which  are  largely  under- 
represented,  are  having  a  hard  time  doing  their  work  conscientiously 
because  of  the  obstacles  that  may  exist. 

Th^  result,  I  think,  is  that  HSA's  are  operating  in  the  south  and 
elsewhere  without  the  kind  of  representation  from  these  groups  that 
is  needed.  I  think  a  conscientious  examination  of  amendments  that 
need  to  be  in  the  law  would  require  that  these  areas  be  given  attention 
by  this  committee. 

Thank  you,  Mr.  Chairman. 

[Testimony  resumes  on  p.  684.] 

[Mr.  Suitts'  prepared  statement  follows :] 
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STATEMENT  OF  STEVE  SUITTS,  EXECUTIVE  DIRECTOR,  SOUTHERN  REGIONAL  COUNCIL 
Mr .  Cha f  rman  : 

My  name  Is  Steve  Sultts  and  I  am  the  Executive  Director  of 
the  Southern  Regional   Council    located   in  Atlanta,  Georgia. 

The  Council    is  a  not-for-profit  organization  which  has  worked 
since   ]Skk  to  promote  equal   opportunity  for  all   peoples  in 
the  South  through  research,  education,  and  action.  Following 
this  mission,   the  Council   has  been  especially  concerned  for 
many  years  about  the  health  and  well-being  of  southerners, 
particularly  those  who  are  poor,  black,  or  un i n f 1 uent i a  1 . 
During  the  past  ten  years,   the  Council   has  examined  closely 
the  problems  of  nutrition  and  hunger   in  the  South  and  has 
published  several    reports  on  the  status  and  delivery  of 
health  care.      In   197^,   the  Council   produced  Hea 1 th  Ca re  in 
the  South;  A  Statistical   Profile  which  for  the  first  time 
brought  together  Important,   recent   Information  about  the 
problems  of  health  care  In  the  southern  region. 

In  the  past  few  years,  a  special   project  of  the  Council, 
the  Southern  Governmental  Monitoring  Project,  has  assessed 
first-hand  how  well   programs  and  services  sponsored  by  the 
government  have  been  available  to  all.     Spurred  by  the 
development  of  new  federalism,  the  Project   In  the  past  few 
years  has  examined  access  by  the  poor  to  health  care  In 
Hill-Burton  hospitals   In  the  South;  Medicaid  for  the  young; 
and  health  planning  agencies   in  the  South. 


678 


This  most   recent   report  based  upon  an  assessment  of  infor- 
mation gathered   in  the  summer  of  1976  examined  28  health 
systems  agencies    (HSA's)    in  the  eleven  states  of  the  old 
Confederacy.     The  study  was  conducted  to  obtain  information 
on  the  developments  of  health  planning   in  the  South,  the 
election  and  composition  of  the  governing  boards    in  the  early 
period  upon  which  mechanisms  and  processes  will   be  established. 
Our   findings   in   that   report   have  a  direct   relevance   to  ques- 
tions which  are   faced  by  this  committee   in  considering  any 
amendments   to  the  National    Health   Planning  and  Resources 
Development  Act. 

(1)  METHOD  OF  SELECTION:     While   there  were  exceptions   to  the 
rule,  most  governing  boards  of  HSA's  which  we  surveyed  were 
created  with  only  a  minimal    regard  for  public  participation 
and  seldom  with  any   involvement   from  various  segments  of  the 
local   population.     Most  of  the  health  systems  agencies  are 
private,   not-for-profit  organizations  which  were  self- 
appointed  and  will   be  se 1 f - pe r pe t ua t i n g .     Only  one  HSA   in  the 
South  -   located   in  Georgia  -  has   its  governing  board  selected 
through   public  election. 

(2)  COMPOSITION  OF  THE   GOVERNING   BOARDS:     The  Council's 
Monitoring  Project   survey   found   that    in   the   large  majority 

of  cases   consumers   did  constitute  a  majority  of  the  governing 
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boards;   however,  there  were  enough   instances  of  firm, 
established   relationships  between  some  of  the  consumers 
selected  and  medical    providers   that   questions  arose  about 
whether,    in   fact,   consumers  constituted  the   largest  influence 
in  dec  i  s  i  on -mak  i  n  g . 

Equally   important,  our  survey  found  that  the  consumers  on 
the  governing  boards  were  not  "broadly   representative  of  the 
soc i a  1 -econom i c ,    linguistic,   and   racial    populations    .    .  ." 
In   these  southern   HSA's   surveyed,  we   found   that   blacks,  women, 
and  the  poor  were   un de r rep resen ted  almost   uniformly  and  at 
t  i  mes  d  ramat  i  ca 1 1 y . 

The  pattern  of  consumer   representation  on  these  governing 
boards  was   unbroken:   blacks  and  other  minorities    in   the  South 
were  never   represented  noticeably  above   their  proportion  in 
the   local   population  and  most  often  were  below  it.      In  some 
states,   such  as   Louisiana,   the  variances   remain  significant. 
In  others,   the  most  minimal    representation  was  adjusted 
upward  only  after  questions  were  raised  before  designation  by 
the  Department  of  Health,   Education,   and  Welfare.      In  all 
cases,  women  were  significantly  unde rrepresented.      In  the 
ml d-Lou I s 1  ana  health  systems   agency,    for   instance,    there  were 
only  two  women  on   the  entire   30-member  governing  board.  Most 
of  the  other  HSA's  which   the  Council    surveyed  evidenced  a 
similar  underrepresentat i on  of  women. 
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While  there  were  occasionally  members  of  the  governing  board 
who  provided  social   services   to  the  poor,   there  were  seldom 
any   instances  of  poor  folks   becoming  members  of  HSA  governing 
boards.     Few  boards   had  anyone   serving  with  an    income  less 
than   $10,000  and  even   fewer  had  anyone   selected  to  the  board 
because  of  their  membership   in  an  organization  composed  of 
poo r  f o 1 ks  . 

(3)     COMPOSITION  OF  HSA  STAFFS:     Although  we  were   unable  to 
acquire  precise    information  on   all   of  the   staffs   of  the  HSA's 
surveyed,   the  available   information  which  we  did  gather 
showed  blacks,  other  minorities,   and  women  were  underrepre- 
sented   by  an  even  wider  margin   on   the   staffs   of  the  health 
systems  agencies.     Beyond  the  clerical    ranks,   the  employment 
of  blacks   and  women  was   a   rare  event. 

These   findings  were   released   in   the  middle  of   last   year   in  a 
report  entitled  Placebo  or  Cure?     State  and  Local  Health 
Planning  Agencies    in   the   South.      I   am  submitting  copies  of 
the  report  for  the  record.      It   is    important  to  note  that  our 
work  does   not   pretend   to  be  a   substantive  assessment  of  the 
dec i s i on -mak i ng  which   HSA's  carry  out.     At   the   time  of  our 
study,   few  decisions  had  been  made  and   little  planning  was 
actually  unde  rway . 

Our  research  does  stand  as  a  warning  that   the  method  of 
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selection  and  the  composition  of  the  governing  boards  and 
staff  of  HSA's  do  not   reflect  accurately  or  broadly  the 
elements  of  the   local    population    in  which   they  exist.  Our 
preoccupation  with  selection  and  composition   is  based  upon 
the  view,   seasoned  by  our  experience  and  confirmed  by  other 
governmental    regulatory  systems,   that   a  de c i s i on -mak i n g 
procedure   that   affects   so  many  people  directly  can  work 
best  when  most  representative. 

Questions  of  selection  and  representation  must  be  weighed 
with  the   recognition   that   the   delivery  of  health  care   in  the 
South  and  elsewhere  has   been   the  most   deadly  problem  of  the 
poor,   blacks,   other  minorities,   and  women.     While    I    need  not 
Inform  this  committee  of  the  enormous  body  of  information 
which   substantiates   the  peculiar  and  direct   problems  of 
health   for  these  affected  groups,   their  meaning  needs   to  be 
reiterated.      For  folks  who  have  had   substantial   and  sometimes 
unique  problems    In   receiving  health  care,   the  best  way  to 
Insure  that  dec  1 s  1  on -mak i n g   includes   their   interests    is  to 
Include   them  proportionately   in   the  dec i s i on -mak I ng  itself. 
This  principle  must  be   upheld   in   fact  by  precise  language 
and  exact,   high  standards   requiring  the   representation  of 
these   identifiable  groups    in  proportion   to  their  population 
In   the  areas  where  HSA's  operate. 
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Beyond  the  disparity  between  the   local   population  and  HSA's 
board  composition,   the   rationale   for  an  exact   standard  of 
representation   is  also  supported  by  the  actual  procedures 
and   influences  which  exist   in  most   HSA's,     Because  of  the 
absence  of  blacks,  other  minorities,  and  women   in  the  ranlcs 
of  medical   professions,   these  groups  are  seldom  represented 
as  medical   providers  on  governing  boards  of  HSA's.  Because 
of  the  dominance  of  professionalism  and  expertise  at  this 
stage  of  health  planning,  there   is  also  a   likelihood  that 
the  views  and   influence  of  these  affected  groups  will  be 
further  diminished. 

There  are  other  obstacles  to  the  participation  of  consumers 
especially  those   representing  groups  of  minorities  and  the 
poor.     Many  of  the  meetings  of  deliberative  committee  and 
sub-committees  of  the  governing  boards  are  held  during  the 
daytime  when  consumers   find   it  difficult  to  attend.  For 
others,   there  are  distances  which  extend  to  almost  200  miles 
and  which  must   be  travelled  to  attend  meetings.  Reimbursement 
is  not  always  available.     Also,   there   is  seldom  any  clerical 
assistance  available  to   individual   board  members. 

The   reality  of  how  the  health  systems  agencies  actually  work 
and   the   impediments  which   they   include  offer  further  reasons 
to  establish  by  legislation  a  precise  standard  for  the  direct 
representation  of  the  poor,   blacks,   other  minorities,   and  women. 
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The  conclusions  which  we   reached   in  our  study  and  which  we 
urge  upon   this  committee   today  should  not   be   read   to  discount 
every  decision  which  a  health  systems   agency  has  made  under 
the   197^   legislation.      Obviously,    there    is  much   that  should 
be  maintained  and  there  have  been   decisions  which  are  the 
products   solely  of   reasoned  discussion.      Still,  unless 
Congress    insures   that  these  agencies  are   selected   in  the 
manner  which    is   representative  and  are  composed  of  repre- 
sentatives   reflecting   the   various   segments   of  their  communi- 
ties,  the  agencies  will    fail    to  meet   the  most   vital    needs  of 
health   care   for  our  citizens.     The  South  and   this  country 
have   learned  painfully  the   failures  and  calamities  which  we 
suffer  when  groups   are  excluded  or  grossly   un de r re p re se n te d . 
I   hope   that   this   committee  will    heed   that   lesson  today. 

Thank  you,  Mr.  Chairman. 
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Mr.  KoGERS.  Mr.  Checkoway. 

STATEMENT  OF  BARRY  CHECKOWAY 

Mr.  Checkoway.  My  name  is  Barry  Checkoway.  I  am  assistant 
professor  of  Urban  and  Regional  Planning  at  the  University  of 
Illinois  at  Urbana,  Champaign.  I  am  also  a  leader  of  the  Champaign 
County,  111.,  Health  Care  Consumers. 

I  would  like  to  summarize  my  comments  and  submit  my  full  state- 
ment and  documents  for  the  record  [see  p.  686] . 

My  statement  describes  the  local  constraints  on  public  involvement 
in  health  care  planning  under  the  Federal  law.  These  are  not  the 
only  local  constraints  of  concern,  but  they  are  among  the  most  im- 
portant. 

The  first  constraint  is  the  failure  of  consumer  majorities  on  HSA 
governing  and  supporting  bodies  to  approximate  their  area  popula- 
tion. A  recent  report  of  a  3  month  study  of  the  East  Central  Illinois 
Health  Systems  Agency  found  this  to  be  the  case.  This  HSA  is  di- 
vided into  five  subarea  advisory  councils  "to  provide  the  maximum 
potential  involvement  of  the  public."  Among  the  findings  were  that 
of  30  members  of  one  subarea  advisory  council  selected  for  analysis, 
24  were  from  the  highest  income  census  tract,  only  one  was  from  the 
lowest  income  census  tract,  and  no  low  income  minority  or  rural  area 
was  actively  represented.  Attendance  at  meetings  was  found  so  in- 
adequate that  one-half  of  the  board  should  have  been  terminated  by 
its  own  bylaws.  Among  the  conclusions  were  that  the  agency  appears 
to  give  preference  to  people  of  a  higher  socioeconomic  status  and 
that  there  is  immediate  need  for  more  public  involvement.  Follow 
up  studies  in  our  area  have  found  that  the  regional  HSA  governing 
body  is  also  representative  of  the  area  population,  especially  in  re- 
gard to  low  income  persons  and  women.  Studies  elsewhere  around 
the  country  have  found  that  in  case  after  case  providers  and  other 
vested  interests  have  moved  in  and  taken  control  over  local  HSA's. 

The  second  constraint  is  the  failure  of  HSA's  to  allow  effective  pub- 
lic involvement  in  agency  proceedings.  The  public  law  placed  an 
emphasis  on  public  notice  and  open  meetings,  on  local  accountability 
and  consumer  involvement.  But  the  East  Central  Illinois  HSA,  for 
example,  refused  to  conduct  hearings  to  allow  public  comment  and 
consumer  involvement  in  developing  the  project  review  manual.  In 
December  this  HSA  also  decided  "that  5  minutes  be  allotted  for 
public  comment  for  each  substantive  item  on  the  agenda  of  board 
meetings."  What  this  effectively  means  is  that  in  our  16  county, 
more  than  10,000  square  mile  area,  public  involvement  from  con- 
sumers, providers,  labor  unions,  women  and  minority  groups,  re- 
ligious bodies  and  local  elected  officials  will  be  restricted  to  only  5 
minutes  per  agenda  item.  Some  agenda  items  involve  public  expedi- 
tures  of  hundreds  of  thousands  of  dollars.  The  agency  at  present  has 
no  specific  plans  to  involve  and  benefit  medically  under  served  popu- 
lation groups. 

The  third  constraint  is  the  failure  of  HEW  to  intervene  in  local 
cases  where  it  is  believed  that  HSA's  are  not  in  compliance  with 
Federal  Government  aims  and  with  democratic  principles.  The  HEW 
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responses  to  our  report  of  the  compositional  failure  of  our  local  HSA 
were  as  follows :  The  director  of  the  Bureau  of  Health  Planning  and 
Resources  Development  in  Washington  thanked  the  researchers  for 
sending  him  a  copy  of  the  report  and  promised  to  forward  it  along 
to  the  Chicago  regional  office.  The  deputy  director  of  the  Chicago 
regional  office  also  thanked  the  researchers  and  promised  to  forward 
the  report  along  to  the  project  officer  of  that  office.  A  regional  pro- 
gram consultant  of  that  office  in  Chicago,  wrote  to  us  that  after  read- 
ing the  report  he  contacted  directly  the  local  HSA  staff  and  was 
informed  that  the  researchers  had  not  afforded  the  courtesy  to  the 
HSA  to  review  the  report  prior  to  its  release,  that  they  lacked  knowl- 
edge and  understanding  of  the  public  law,  and  that  the  report  had 
errors  and  inconsistencies.  His  conclusion  was  "this  office  feels  that 
it  would  be  inappropriate  to  comment  on  the  substance  of  the  report 
or  to  take  the  conclusions  under  consideration."  I  wrote  in  response 
to  describe  the  thorough  research  on  which  the  report  was  based,  to 
explain  that  following  his  letter  an  additional  interview  was  held 
with  the  HSA  executive  director  and  no  errors  inconsistencies  were 
found,  and  to  reaffirm  that  there  was  no  evidence  to  place  its  accuracy 
in  question.  I  pointed  out  that  his  information  was  incorrect  and 
urged  him  to  discuss  the  matter  further  with  us.  No  further  response 
from  regional  HEW  was  ever  received. 

I  hasten  to  add,  however,  that  the  consumer  responses  in  compari- 
sons were  extensive.  Local  consumers  learned  of  the  report  and  began 
meeting  to  discuss  its  findings.  We  resolved  to  organize  to  improve 
the  local  situation  and  have  now  formed  the  Champaign  County 
Health  Care  Consumers.  We  have  determined  to  join  the  local  HSA 
in  great  numbers,  to  increase  our  involvement  on  its  governing  boards 
and  committees,  and  to  speak  up  and  argue  our  points  at  hearings 
and  meetings. 

In  a  recent  election  of  the  HSA  subarea  advisory  council  we  en- 
listed and  endorsed  consumer  and  provider  candidates  with  compe- 
tence in  promoting  good  health  and  improving  local  health  plan- 
ning. Of  the  12  contested  seats,  fully,  seven  of  our  endorsed  candi- 
dates were  elected  and  now  have  joined  the  council.  All  this  in  spite 
of  the  internal  hospital  memorandum  on  the  day  of  the  HSA  elec- 
tion :  "Urgent !  The  future  of  your  hospital  depends  on  your  attend- 
ance at  tonight's  HSA  election." 

We  believe  that  major  improvements  in  health  and  health  care 
planning  will  come  only  with  the  involvement  of  the  public.  We  will 
continue  to  work  to  improve  health  care  legislation  and  implementa- 
tion under  the  public  law.  But  we  also  believe  that  it  would  be  a 
strategic  mistake  for  us  as  consumers  to  organize  only  with  reference 
to  the  HSA  without  an  organized  and  independent  agenda  of  our 
own.  As  a  result,  we  are  now  deciding  on  the  concerns  which  are  im- 
portant to  us  as  consumers  and  we  are  aiming  to  turn  the  local  health 
care  planning  system  in  our  direction.  Providers  have  taught  this 
lesson  for  years. 

[Mr.  Checkoway's  prepared  statement  follows :] 
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PUBLIC  INVOLVEMENT  IN  LOCAL  HEALTH  CARE  PLANNING 

Barry  Checkoway 
Assistant  Professor  of  Urban  and  Regional  Planning 

University  of  Illinois  at  Urbana-Champaign 
•    Champaign  County  (111.)  Health  Care  Consumers 


Prepared  Statement 
U.S.  House  of  Representatives 
Subcommittee  on  Health  and  the  Environment 
Washington,  D.C.  20515 
February  1,  1978 

My  name  is  Barry  Checkoway.  I  am  an  Assistant  Professor  of  Urban  and 
P.egional  Planning  at  the  University  of  Illinois  at  Urbana-Champaign  and  a 
leader  of  the  Champaign  County  (111.)  Health  Care  Consumers.  My  aim  here 
is  to  describe  the  constraints  on  public  involvement  in  local  health  care 
planning  under  PL  93-641.  I  also  wish  to  submit  supporting  docvmients  for 
the  record. 

Early  in  1977  a  group  of  my  students  at  their  own  initiative  conducted 
a  three-month  study  o£  public  involvement  in  local  health  care  planning.  The 
focus  was  on  the  East  Central  Illinois  Health  Systems  Agency  (ECIHSA) .  This 
HSA  is  divided  into  five  subarea  advisory  councils  (SAC)  "to  provide  the 
maximum  potential  involvement  of  the  public."  Among  the  findings  were  that 
of  30  members  of  one  SAC  selected  for  analysis,  24  were  from  the  highest 
income  census  tract,  only  1  was  from  the  lowest  income  census  tract,  and  no 
low  income,  minority,  or  rural  area  was  actively  represented.  Attendance  at 
meetings  was  found  so  inadequate  that  one-half  of  the  board  should  have  been 
terminated  by  its  own  by-laws.  Among  the  conclusions  were  that  the  agency 
appears  to  give  preference  to  people  of  higher  socioeconomic  status  and  that 
there  is  an  immediate  need  for  more  public  involvement. 

The  report  of  the  study  was  presented  to  the  Champaign  County  Regional 
Planning  Commission,  acting  as  the  area  A-95  review  agency  to  review  the 
application  for  second-year  conditional  designation  of  the  ECIHSA.  It  also 
was  sent  to  the  HSA  itself,  to  Executive  Committee  members  of  the  Statewide 
Health  Coordinating  Council  (SHCC) ,  and  to  HEW  officials  in  the  region  and 
Washington. 
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The  official  responses  were  as  follows.  The  Regional  Planning  Commission 
reviewed  the  matter  and  the  chair  of  the  Commissioners,  who  represent  the  major 
units  of  local  government  in  Champaign  County,  wrote  to  the  ECIHSA  that  "the 
composition  of  the  sub-regional  advisory  committee  is  not  representative  of  the 
citizens  of  all  areas  of  the  County,  and  appears  to  give  preference  to  people 
having  a  higher  socioeconomic  status"  and  that  "the  individuals  representing 
the  agency  are  responsible  to  no  one  and  this  is  not  in  keeping  with  the 
democratic  process."  The  Commissioners  approved  the  application  but  resolved 
that  steps  should  be  taken  by  the  ECIHSA  "to  specify  within  the  by-laws  that 
Board  members  be  duly  appointed  by  the  groups  which  they  are  presumed  to 
represent"  and  "to  make  an  expanded  effort  to  achieve  broad  citizen  input 
Into  the  planning  process  at  all  levels." 

The  ECIHSA  implemented  minor  modifications.  Four  SAC  members  whose 
attendance  was  inadequate  were  requested  to  leave  the  board.  A  public  relations 
consultant  was  contracted  to  produce  a  slide  show  for  the  agency.  The  agency 
readied  to  mail  out  its  first  newsletter. 

Only  one  member  of  the  SHCC  Executive  Committee  wrote  to  express  concern 
but  no  action  was  taTcen.  An  offer  to  attend  a  SHCC  meeting  to  discuss  the 
report  was  ignored  by  the  Executive  Committee. 

The  Director  of  the  Bureau  of  Health  Planning  and  Resources  Development 
of  HEW  thanked  the  researchers  for  sending  him  a  copy  of  the  report  and 
promised  to  forward  it  tc  the  Chicago  regional  office.  The  Deputy  Director 
of  the  Chicago  regional  office  also  thanked  the  researchers  and  promised  to 
forward  the  report  to  the  project  officer  of  that  office.  A  regional  program 
consultant  of  that  office  wrote  that  after  reading  the  report  he  contacted 
the  ECIHSA  staff  and  was  informed  that  the  researchers  had  not  afforded  the 
courtesy  to  the  HSA  to  review  the  report  prior  to  its  release,  that  they 
lacked  knowledge  and  understanding  of  PL  93-641,  and  that  the  report  had 
errors  and  inconsistencies.  His  conclusion  was  "this  office  feels  that  it 
would  be  inappropriate  to  comment  on  the  substance  of  the  report  or  to  take 
them  under  consideration."     I  wrote  in  response  to  describe  the  thorough 
research  on  which  the  report  was  based,  to  explain  that  following  his 
letter  an  additional  interview  was  held  with  the  HSA  Executive  Director  and 
no  errors  and  Inconsistencies  were  found,  and  to  reaffirm  that  there  was  no 
evidence  to  place  its  accuracy  in  question.  I  pointed  out  that  his  information 
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was  incorrect  and  urged  him  to  discuss  the  matter  further^  No  further 
response  from  regional  HEW  was  ever  received. 

The  consumer  responses  in  comparison  were  extensive.  Local  consumers 
learned  of  the  report  and  began  meeting  to  discuss  its  findings.  My  students 
and  1  were  among  them.  We  shared  our  concern  about  the  failure  of  local  health 
care  planning  and  other  issues  as  well.  We  shared  our  concern  that  health  care 
costs  continue  to  rise  because  of  waste,  inefficiency,  and  excessive  production 
in  the  health  care  system.  We  shared  our  concern  that  in  case  after  case 
providers  and  other  vested  interests  have  moved  in  and  taken  control  over 
health  planning  agencies.  It  was  at  this  time  that  we  met  with  representatives 
of  the  Association  of  Health  Care  Consumers,  and  the  Consumer  Coalition  for 
Health  and  resolved  to  organize  to  improve  the  situation. 

Local  consumers  now  have  formed  the  Champaign  County  Health  Care  Consumers. 
We  are,  an  organization  of  local  citizens  concerned  about  improving  health  care 
delivery  to  all  residents  of  our  area.  Our  aim  is  to  participate  in  health  care 
planning  by  promoting  public  involvement.  We  have  determined  to  join  the  local 
HSA  in  great  numbers,  to  increase  our  involvement  on  its  governing  boards  and 
committees,  and  to  speak  up  and  argue  our  points  at  hearings  and  meetings. 

The  Champaign  County  Health  Care  Consumers  is  now  a  growing  organization 
of  consumers  who  believe  that  health  care  is  too  important  a  matter  of  public 
concern  to  be  left  solely  to  those  who  provide  it.  More  than  100  people  have 
attended  each  of  our  recent  health  education  forxms.  We  are  sponsoring  consumer 
education  workshops  for  HSA  board  and  SAC  members  to  address  issues  of  importance 
to  consxjmers.  In  the  recent  election  of  the  SAC,  we  enlisted  and  endorsed 
consumer  and  provider  candidates  with  demonstrated  competence  in  promoting  good 
health  and  improving  local  health  care  planning.  Of  the  twelve  contested  seats, 
fully  seven  of  our  endorsed  candidates  were  elected  and  will  now  join  the 
council.  An  independent  health  consumer  organization  can  make  a  difference. 

Among  our  current  concerns  is  the  ECIHSA  application  to  HEW  for  full 
designation  as  the  HSA  for  our  area.  It  concerns  us  that  the  composition  of 
ECIHSA  governing  and  supporting  bodies  remain  unrepresentative  of  the  area 
population,  especially  in  regard  to  low  income  persons  and  women.     It  concerns 
us  that  the  ECIHSA  has  no  specific  plans  to  involve  and  benefit  medically 
underserved  population  groups,  or  to  recognize  labor  unions  as  major  purchasers 
of  health  care,  or  to  employ  qualified  full-time  consumer  coordinators  with 
major  responsibility  to  maximize  public  involvement  in  health  planning.  It 
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concerns  us  that  the  ECIHSA  budget  is  excessive  and  priorities  mlsdlrected- 
in  a  period  when  the  costs  of  health  care  are  rising. 

It  finally  concerns  us  that  the  ECIHSA  has  no  specific  plans  to  allow 
effective  public  Involvement  In  agency  proceedings.  PL  93-641  placed  an 
emphasis  on  public  notice  and  open  meetings,  on  local  accountability  and 
consumer  involvement.     But  the  ECIHSA  refused  to  conduct  hearings  to  allow 
public  comment  and  consumer  Involvement  in  developing  the  Project  Review 
Manual.  And  in  December  the  ECIHSA  decided  "that  five  minutes  be  allotted 
for  Public  Comment  for  each  substantive  item  on  the  Agenda  of  board  meetings." 
This  effectively  means  that  public  involvement  from  consumers,  providers, 
labor  unions,  women  and  minority  groups,  religious  bodies  and  local  elected 
officials  from  our  16  county  area  will  be  restricted  to  only  five  minutes  per 
agenda  item.  Some  agenda  items  involve  public  expenditures  of  hundreds  of 
thousands  of  dollars.  These  are  not  our  only  concerns,  but  they  are  among 
the  most  important  at  this  time. 

We  believe  that  the  ECIHSA  is  not  in  compliance  with  federal  regulations 
and  democratic  principles  and  that  HEW  should  not  fully  designate  the  agency 
until  these  and  other  failures  are  corrected. 

We  believe  that  major  improvements  in  health  and  health  care  planning 
will  come  only  with  the,  involvement  of  the  public.  "We  will  continue 
to  work  to  improve  health  care  planning  legislation  and  implementation  under 
PL  93-641.  But  it  would  be  a  strategic  mistake  for  us  to  organize  only 
with  reference  to  the  HSA  without  an  organized  and  independent  agenda  of  our 
our  own.  We  thus  are  deciding  on  the  concerns  which  are  important  to 
as  consumers  and  aiming     to  turn  the  local  health  planning  system  in  our 
direction.  Providers  have  taught  this  lesson  for  years. 
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Mr.  Rogers.  Thank  you  very  much. 
Mrs.  Fenerty. 

STATEMENT  OF  ANNE  PENERTY 

Mrs.  Fenerty.  My  name  is  Anne  Fenerty.  I  am  a  member  of  the 
Central  Northeast  Colorado  Health  Systems  Agency,  which  is  located 
in  Denver,  Colo.,  and  takes  in  a  population  of  1.8  million  people, 
and  it  is  funded  this  year,  in  its  second  year  conditional  designation 
to  $750,000. 

I  am  here  to  tell  you  about  the  frustrations  that  I  encountered  in 
my  attempts  to  make  the  HSA  respond  to  the  public.  This  HSA  was 
formed  in  December  1975  by  16  people  who  then  subsequently  incor- 
porated themselves  as  such. 

The  16  people  called  themselves  a  steering  committee  and  this 
steering  committee  was  headed  by  a  registered  lobbyist  of  the  Colo- 
rado Hospital  Association.  The  16  member  steering  committee  is  still 
on  the  board.  They  make  up  the  officers  of  the  board,  the  chairman 
of  the  Plan  Development  Committee,  the  chairman  of  the  Projects 
Review  Committee,  the  internal  nominating  committee  and  the  chair- 
man of  the  Finance  Committee.  They  also  have  multiple  important 
committee  memberships  on  other  committees. 

This  seems  to  result  in  control  by  this  original  group  and  this  in 
turn  results  in  the  resignation  of  many  people  who  had  hopefully 
joined  the  HSA  because  they  would  like  to  change  the  financial  re- 
imbursement mechanism  to  be  more  adequate  for  all  people. 

The  kind  of  people  who  resigned  were  three  county  commissioners, 
one  of  whom  was  a  lawyer  also,  and  a  city  council  woman  from  Den- 
ver, a  legal  aid  attorney,  and  we  had  a  lot  of  people  representing  poor 
people  directly,  who  resigned,  such  as  a  nun  who  was  serving  the 
aged  and  poor  in  Denver,  a  teacher  of  the  epileptics,  and  a  truck 
driver  who  was  a  teamster. 

There  is  very  little  board  training.  Most  of  the  board  members  are 
not  told  what  their  function  is  on  the  board  apart  from  being  given 
a  copy  of  the  law.  Regulations  are  not  sent  out  and  the  board  is  not 
informed  of  its  duties. 

The  meetings  are  held  early  in  the  afternoon.  The  monthly  meetings 
are  at  1 :30  p.m.  Very  many  people  who  work  cannot  get  to  the 
meetings. 

It  is  very  difficult  to  have  input  into  board  policy  because  there 
really  is  no  mechanism  afforded  to  the  members.  This  is  something 
which  has  been  brought  to  light  by  the  regional  HEW  assessment  of 
the  HSA. 

The  board  policy  functions  are  loose.  What  happened  was  that  I 
felt  that  things  were  extremely  irregular  and  took  a  course  in  the 
parliamentary  process.  As  a  result  of  that,  the  board  now  hires  a 
parliamentarian  to  keep  an  eye  on  me. 

It  is  very  difficult  to  get  information  from  the  staff.  Phone  calls 
often  are  not  returned.  Letters  are  answered  by  saying,  "Please  stop 
burdening  the  staff  with  requests."  This  referred  to  a  request  for  a 
copy  of  the  quarterly  report  of  the  agency. 
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'There  is  no  public  input  into  the  deliberations  of  the  board  because 
there  is  very  little  notice  of  board  meetings.  What  we  have  is  two 
notices  in  the  legal  section  of  the  Metropolitan  Denver  newspapers. 
People  do  not  really  read  the  legal  sections.  Also  CNCHSA  covers 
a  20-county  area,  a  very  large  area  of  Colorado. 

The  other  areas  get  no  notification.  At  the  second-year  grant  appli- 
cation meeting  we  had  three  people,  representing  the  public,  present. 
Only  officers  of  the  board  were  there  and  five  of  us  board  members. 
It  was  very  difficult  to  get  a  copy  of  the  grant  application. 

When  the  grant  application  was  submitted  for  the  second  year  of 
conditional  designation  to  HEW,  and  this  was  advertised  in  the  legal 
notices,  I  asked  for  a  copy  of  the  grant  application  which  bore  my 
name  as  one  of  the  applicants,  and  was  told  by  the  executive  director 
that  I  will  have  to  pay  $0.03  per  page  to  get  a  copy  of  the  grant 
application  for  the  agency  of  which  I  am  a  member  of  the  board  of 
directors. 

The  board  is  generally  viewed  as  arrogant  by  the  public.  Again 
this  is  a  direct  quotation  from  the  regional  office  assessment  of  the 
board.  Generally  the  reason  for  that  is  because  the  staff  comes  out 
with  plan  development  problems,  for  instance,  with  one  proposal, 
and  you  can  vote  for  or  against  it,  there  are  no  choices  and  no  policy 
decisions  made  by  the  board. 

We  do  not  have  any  subarea  councils.  We  have  46  associate  mem- 
bers who  cannot  vote,  on  either  the  board  or  the  committees,  41  of 
whom  are  providers,  and  5  consumers.  The  board  abdicates  its  re- 
sponsibility and  there  is  a  total  lack  of  interest  in  the  functioning 
of  the  board,  by  its  members. 

On  June  23  within  a  10-minute  period,  the  board  approved  con- 
tracts to  the  tune  of  one-fourth  of  its  total  yearly  budget  to  be 
given  away.  These  contracts  were  submitted  to  us  as  agenda  item 
No.  XII,  under  the  executive  director  reports.  We  had  no  previous 
notification  of  the  contracts.  We  were  supposed  to  read  them  and 
make  a  decision  on  them  right  there. 

The  reason  given  for  this  was  that  the  fiscal  year  for  the  agency 
has  just  about  come  to  an  end  and  if  we  did  not  spend  the  money,  it 
would  have  to  be  returned  to  HEW.  I  felt  that  this  was  incomplete 
justification  for  having  to  break  the  bylaws,  which  provide  for  a 
10-day  previous  notification  period  before  making  any  decisions  es- 
pecially on  that  amount  of  money. 

We  managed  to  get  HEW  to  nullify  one  of  the  contracts  on  the 
basis  of  conflict  of  interest  with  the  executive  director  who  had  a 
conflict  of  interest  with  one  of  the  contractors. 

The  last  item  I  would  like  to  point  out  is  that  we  have  had  an 
illegal  board  now  since  April  1976.  We  have  had  a  provider  majority 
board  since  1976.  Our  annual  election  on  December  19,  1977,  was 
held  by  a  board  that  had  provider  majority  and  we  have  elected  a 
new  board  with  a  provider  majority. 

We  have  talked  to  the  regional  office  of  HEW  about  this  special 
problem  and  other  problems  but  really  have  had  very  little  help. 
Finally,  several  board  members  have  had  to  contact  our  elected  offi- 
cials. We  saw  the  two  Congressmen  whose  areas  take  in  our  agency 
and  two  of  our  senators. 
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We  have  talked  to  the  principal  regional  officers,  and  I  think  as  a 
result  of  the  congressional  interest,  plus  the  fact  we  now  have  a  new 
principal  regional  officer,  HEW  in  its  assessment  reflecting  all  our 
concerns,  indicted  the  agency  for  basic  disorganization,  mismanage- 
ment, and  arrogance  toward  the  public. 

What  I  am  trying  to  say  here,  Mr.  Chairman  and  Mr.  Carter,  is 
that  for  just  one  board  member  or  three  or  four  of  us  board  mem- 
bers, it  is  extremely  difficult,  as  stated  before,  to  spend  the  time  and 
effort  that  we  have  to  make  the  regional  office  more  responsible  for 
the  taxpayer's  money. 

Thank  you. 

[Testimony  resumes  on  p.  703.] 

[Mrs.  Fenerty's  prepared  statement  follows:] 
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STATEMENT  BY 

ANNE  FENERTY 

ON  BEHALF  OF  THE 

'CENTRAL  NORTHEAST  COIX)RADO  HEALTH  SYSTEMS  AGENCY  (CNCHSA) 

ON  H.R.  10460 

HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT 
AMENDMENTS  OF  19  7  8 

BEFORE  THE 

HOUSE  COMMITTEE  ON  INTERSTATE  AND  FOREIGN  COMMERCE 
SUBCOMMITTEE  ON  HEALTH  AND  ENVIRONMENT 

My  name  is  Anne  Fenerty. 

I  live  at  2805  Stanford  Avenue,  Boulder,  CO  80303. 

I  have  been  involved  in  health  planning  in  an 
effort  to  change  the  present  financial  reimbursement 
mechanisms  for  health  care. 

My  special  concern  is  the  heavy  spending  for  institutional, 
often  custodial  care,  for  older  and  disabled  people  in 
nursing  homes. 

I  have  been  involved  in  alternative  programs  to  help 
prople  achieve  their  maximum  level  of  independence. 

Due  to  this  interest  I  have  followed  Comprehensive 
Health  Planning  activities,  and  testified  at  hearings. 
Since  May  27,  1976  I  have  been  a  consxamer  member  of  the 
Central  Northeast  Colorado  Health  Systems  Agency. 
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This  testimony  is  presented  to  document  facts,  issues, 
and  concern  in  regard  to  the  Central  Northeast  Colorado 
Health  Systems  Agency  (CNCHSA) . 

The  original  steering  committee  for  CNCHSA  was  organized 
in  December  1975,  and  was  chaired  by  a  registered  lobbyist 
of  the  Colorado  Hospital  Association,  to  whom  applications 
for  board  membership  had  to  be  sent.     All  sixteen  of  the 
original  steering  committee  members  are  still  on  the  CNCHSA 
board  today.     They  make  up  the  officers,  and  the  chairmen 
of  the  plan  development,  project  review  and  the  finance 
committee.     They  also  hold  a  number  of  other,  important 
committee  memberships. 

Since  the  bylaws  allow  the  President  to  nominate  all 
committees ,   some  board  members  find  themselves  on  multiple 
coiranittees,  while  other  members  have  been  on  the  board  for 
well  over  half  a  year  without  becoming  involved  in  a  committee. 
As  pointed  out  in  the  HEW  site  assessment,  CNCHSA  bylaws 
mandate  a  clear  description  of  the  purpose,  membership, 
and  duration  of  a  committee.     Because  this  has  never  been 
done  board  members  are  unclear  about  their  role  on  the 
committees.     This  has  often  resulted  in  a  lack  of  quorum 
for  the  committees;  thus  violating  this  provision  of  the 
bylaws.     When  it  was  pointed  out  to  the  board  that  a  decision 
made  by,  say,  three  members  of  a  fourteen  member  project 
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review  committee  is  illegal  and  might,  in  the  future,  leave 
the  board  liable,  the  board  member  was  called  an  obstructionist. 
The  President  pointed  out,  at  a  Project  Review  Committee 
meeting  when  this  subject  came  up,  that:   "We  are  here  to 
serve  these  people,"  i.e.,  the  applicant,  meaning  that 
expediency  dictates  our  making  a  recommendation  whether  a 
quorum  is  present  or  not. 

Since  there  has  been  very  little  board  training,  the 
regulatory  function  of  the  agency  in  unclear  to  most  board 
members,  and  their  sympathy  is  with  the  applicants.  The 
majority  of  projects  are  overwhelmingly  approved.  Despite 
the  lack  of  a  project  review  manual,   and  of  a  data  base, 
the  project  review  committee  has  chosen  to  exercise  its  review 
and  comment  function  for  Certificate  of  Need,   Section  1122, 
and  Proposed  Use  of  Federal  Funds  applications,  since 
August  1976.      (PUFF  only  since  August  1977).     There  is  no 
consultation  with  local  public  or  private  agencies  involved, 
and  no  effort  is  made  to  notify  "affected  persons",  save 
legal  notices  in  two  Denver  newspapers.     No  notice  goes 
anywhere  else  in  the  2  0  county  HSA  area. 

Public  input,  or  the  lack  of  it,   is  a  major  problem. 
Counsel  to  the  board  interprets  the  Federal  Register  as 
mandating  that  the  public  be  allowed  to  be  present  at 
meetings,  but  that  it  "must  not  interfere",  i.e.,  speak  ^t 
the  meetings  unless  the  Board  agrees  to  it. 
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The  Board  has  no  subarea  councils   (SACs) ,  even  though  their 
establishment  was  one  of  the  01  year  grant  conditions. 
The  need  for  SACs  has  been  discussed,  and  is  found  in  board 
minutes  as  far  back  as  April  9,  1976. 

The  Associate  Membership  category  has  been  established 
recently.     Associate  members  have  no  vote  at  either  board, 
or  committee,  meetings.     We  presently  have  41  provider, 
and  5  consumer  associate  members. 

HEW  site  assessment  team  reports  that  CNCHSA  is  viewed 
as  arrogant  by  the  public.     The  idea  of  a  publicly  funding 
agency  planning,  and  reviewing  projects  without  consultation 
with  local,  regional  and  state  agencies  is  becoming  generally 
unacceptable.     Comments  on  the  02  year  grant  application  were 
negative  from  the  Denver  Regional  Council 'of  Governments, 
and  from  two  major  County  Health  Departments.     Only  three 
members  of  the  public  were  present  at  the  Denver  public 
hearing  for  the  grant  application.     The  application  was  sent 
to  the  Regional  HEW  Office,  and  notice  of  the  hearings  was 
given,  in  the  legal  section  of  two  newspapers,  but  board 
members,  who  are  legally  responsible  for  it,  were  not  given 
a  copy  of  the  application.     A  board  member  was  charged  3fi 
per  page,  by  the  Executive  Director,  to  get  her  copy  of  the 
application. 

Board  members  are  not  informed  of  correspondence  between 
CNCHSA  and  the  Regional  Office  of  PHEW,  and  get  no  copies 
of  the  quarterly  reports.     Inquiries  are  discouraged  by  any  . 
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of  the  following  methods: 

(1)  Lack  of  mechanism  for  policy  discussions  at 
board  meetings; 

(2)  Letters  from  the  President  asking  board  members 
to  stop  making  requests  of  staff*     Note ;     CNCHSA  is  funded 
to  $750,000  for  this  fiscal  year,  and  has  a  professional 
staff  of  18; 

(3)  Charging  board  members  for  information; 

(4)  Unreturned  phone  calls  by  staff. 

Much  of  the  information  obtained  by  us  came  through  the 
Freedom  of  Information  Act. 

CNCHSA  board  has  had  a  provider  majority  since  April, 
1976.     The  board  with  this  provider  majority  has  elected 
another  provider  majority  board  at  its  annual  meeting 
December  19,  1977. 

The  composition  on  the  provider  side  is  heavily  weighted 
toward  hospital  representation.     The  "continuum"  of  health 
services  is  missing,  with  a  resultant  domination  by  the 
hospital  and  medicaL  providers.     Consumers  are  inadequately 
represented  in  the  low-income  and  yoxinger  age  groups.  The 
01  year  grant  was  awarded  in  June  1976,  but  only  by 
December  19,   1977  has  the  61  member  board  elected  one 
"major  purchaser  of  health  care",  representing  industry. 

Board  and  committee  meetings  held  in  the  early  after- 
noon, plus  frustration  caused  by  the  domination  of  a  group, 
results  in  the  resignation  of  many  concerned,  knowledgeable- 
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consumers.     A  board  member,  the  newly  appointed  Director 
of  the  Colorado  State  Department  of  Social  Services,  is 
quoted  in  the  December  19  board  minutes:     "This  board  is 
run  by  a  clique." 

Re-signations :     Since  May  1976  only  three  providers 
left  the  board:     one  moved  away,  one  resigned  his  job  with 
Blue  Cross/Blue  Shield,  and  one  died.     Numerous  consumers 
left  the  board:     three  Coxmty  Commissioners;  one  of  whom 
is  a  lawyer,  the  other  an  ex-president  of  the  League  of 
Women  Voters,  two  labor  representatives,  one  of  whom  is  a 
truckdriver  and  a  Teamster ,,  the  other  a  legislator;  along 
with  a  young  teacher  of  epileptics,  a  nun  serving  the  urban 
poor,  and  a  Legal  Aid  attorney.     Because  of  the  frustrations 
of  an  involved  board  member,  the  consumers  who  stay  on  the 
board  are  those  who  were  invited  by,  and  who  defer  to,  the 
providers.     Some  are  well-off  women,  exemplified  by  the 
board  president,  who  is  the  Mayor  of  Denver's  wealthiest 
incorporated  suburb,  and  many  others  are  retired. 

Total  lack  of  interest  and  abdication  of  its  responsi- 
bilities by  the  board,   resulted  in  board  approval  of 
$112,475  worth  of  contracts  within  ten  minutes  at  the  June  2  3,- 
1977  meeting.     Since  the  board  meeting  took  place  a  week 
before  CNCHSA's  fiscal  year  ended  the  Executive  Director 
felt  that  this  money  had  to  be  spent,  rather  than  returned 
to  the  federal  governemnt.     Therefore,  under  Agenda  Item  XII, 
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the  Executive  Director's  report,  staff  passed  out  copies 
of  three  contracts,  27  pages  in  length,   for  which  the 
Executive  Director  has  already  made  tentative  arrangements. 
There  were  no  requests  for  proposals  solicited,  and  questions 
were  raised  concerning  Affirmative  Action  guidelines.  The 
bylaws  provision  requiring  ten  days  previous  notice  to 
board  members  on  items  which  require  action  taken  by  the 
board  was  violated,   since  there  was  no  previous  notice. 
In  spite  of  these  concerns  the  majority  of  the  board 
approved  the  contracts.     The  first  one  for  $67,475  was  to 
develop  a  framework  for  a  primary  care  system  which  would 
incorporate  a  nurse  midwifery  service.     A  second  contract 
for  $25,000  was  to  evaluate  the  concept  of  Silbarea  Councils, 
and  the  third  one  was  to  develop  a  method  to  describe  the 
health  care  delivery  system.     In  addition  to  the  already 
mentioned  concerns  other  issyes  arose: 

*  The  surplus  money,  about  one  forth  of  the  01  year 
grant  has  been  an  unobligated  balance  on  the  books  since 
3/16/77.     Why  have  there  been  no  plans  made  earlier? 

*  Could  the  work  be  implemented  by  inhouse  staff, 
now  numbering  28? 

*  Why  was  there  no  consultant  policy  adopted  by 
CNCHSA? 

*  Was  there  no  one  in  Colorado  capable  of  performing 
the  job  awarded  to  a  Louisiana  firm  for  $67,475? 
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It  was  later  documented  that  the  Louisiana  firm  has 
retained  the  Executive  Director,  who  is  from  Louisiana, 
as  a  faculty  consultant,  before  her  employment  with  CNCHSA. 
She  also  served  on  the  board  of  the  firm  until  June  1977. 
The  firm  has  not  filed  corporate  papers  in  Louisiana  since 
1973,  nor  has  it  ever  filed  in  the  State  of  Colorado. 
Also  there  was  an  active  group  of  nurse  midwives,  based 
at  the  University  of  Colorado  Medical  Center,  who  along 
with  the  Chairman  of  the  school's  Obstetrics-Gynecology 
Department,  expressed  great  interest  in  the  contract,  when 
they  found  out  about  it. 

The  two  other  contracts ,  along  with  a  fourth  separate 
auditing  contract,  were  awarded  to  Arthur  Young  and  Company. 
This  firm  has  already  been  paid  by  the  Regional  Office  of 
DHEW  to  develop  a  Planning  Framework  Manual  for  CNCHSA,  and 
to  do  an  executive  search  for  $30,000  which  resulted  in  hiring 
the  Executive  Director.     They  were  paid  $1,800  in  March  1977 
to  "set  up"  the  Agency's  books.     The  contracts  awarded  June  23, 
1977  resulted  in  the  firm  auditing  the  books  they  had  set 
up,  and,  in  one  of  the  contracts,  evaluating  their  own 
plan  development  method. 

Improvement  of  the  present  lack  of  organization  and 
lack  of  planning  can  only  be  achieved  by  a  more  concerned 
and  responsible  board.     Unfortunately  the  selection  process 
for  one  third  of  the  board  members  whose  terms  expired  at 
the  December  19  annual  meeting  was  totally  inadequate  and 


701 


resulted  in  the  renomination  of  the  same  board  members. 
The  President  formally  discharged  the  nominating  committee, 
a  violation  of  the  bylaws,   and  this  prevented  any  recruiting 
for  new  members.     When  the  committee  was  reconvened  no  time 
was  left  for  community  outreach.     There  were  very  few 
applicants,  and  as  a  result  of  21  members  named  to  the  board 
13  were  renominations .     Since  the  nominating  committee  refused 
to  accept  another  slate  of  officers,  all  officers  excepting 
one  consumer-oriented  provider,  were  renominated.  The 
result  is  that  the  board  self  perpetuated  itself. 

Concerned  board  members  contacted  the  Regional  Office 
of  DIj[EW  and  were  informed  that  the  financial  and  internal 
affairs  of  CNCHSA  were  not  DHEW's  business.     Since  there 
seemed  no  accountability  regards  the  taxpayer's  money  we 
contacted  those  members  of  Congress  who  represent  most  of 
the  CNCHSA  region,  and  also  our  Senators.     Possibly,  due  to 
their  intervention,  and  due  to  the  appointment  of  a  new 
Principal  Regional  Officer  the  site  assessment  done  by  the 
Regional  Office  of  DHEW  did  reflect  our  concerns.  These 
issues  were  also  corroborated  by  50  other  interviewees. 

It  has  come  to  our  attention  that  an  attempt  was  made 
to  supress  the  assessment  report  by  preventing  its  distri- 
bution to  all  board  members.     The  officers  also  tried  to 
persuade  the  DHEW  assessment  team  to  change  its  findings. 

The  amount  of  time  and  effort  spent  by  a  few  of  us 
on  the  CNCHSA  board  to  get  issues  to  our  board,  to  the 
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Regional  Office  of  DHEW,  to  the  media,  and  to  our  Congressional 
Delegation  is  not  feasible  for  the  majority  of  HSA  members. 

The  fact  that  after  its  own  assessment  which  indictes 
the  agency,  the  Regional  Office  of  DHEW  still  states  that 
it  will  "bend  backwards"  to  help  CNCHSA  get  permanent 
designation  does  not  auger  well  for  the  future  of  health 
planning. 
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Mr.  KoGERS.  Thank  you  very  much.  Your  testimony  is  helpful.  The 
committee  will  check  into  this. 
Doctor  Carter. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Do  either  or  all  of  you  think  that  we  should  require  that  25  percent 
of  the  board  of  the  HSA  be  elected  officials  ? 

Mr.  Semmel.  Perhaps  I  can  ansvN^er  that.  The  consumer  coalition 
has  recommended  that  15  percent  of  the  HSA  board  members  be 
elected  officials.  We  think  that  would  be  desireable  for  two  reasons. 

One  is  that  there  should  be  involvement  of  local  officials.  The  sec- 
ond is  that  at  present  there  is  a  lot  of  confusion  as  to  whether  elected 
officials  on  HSA  boards  are  consumers  or  providers  because  indirectly 
most  governmental  agencies  operate  some  health  facilities. 

In  practice  we  have  found  that  most  public  officials  are  regarded 
as  consumers  except  when  there  is  someone  like  the  head  of  the  De- 
partment of  Health.  So  we  think  there  should  be  a  separate  category 
although  we  think  the  number  25  percent  is  perhaps  too  high. 

Of  course  we  think  the  principle  of  consumer  majority  should 
remain  and  the  balance  of  the  board  should  be  15  percent  public 
officials  and  the  remainder  providers. 

Mr.  Carter.  I  believe  that  the  percentage  is  about  that  now,  isn't  it  ? 

Mr.  Semmel.  The  percentage  is  approximately  that  now,  but  there 
is  a  great  variance,  in  some  areas  a  very  high  percentage. 

Mr.  Carter.  Yes.  How  would  you  suggest  that  members  of  HSA 
be  elected  or  selected  ?  I  would  prefer  elected. 

Mr.  Semmel.  I  think  that  there  are  a  number  of  different  ways  in 
which  members  could  be  elected.  A  general  election  in  which  all 
members  of  the  public  can  participate  is  certainly  one  method  which 
is  possible. 

As  a  variation  of  that,  since  most  of  these  organizations  are  non- 
profit corporations,  any  member  of  the  public  can  become  a  member 
of  the  corporation  and  the  members  elect  the  board.  In  fact,  you  sort 
of  register  to  vote  by  becoming  a  member. 

Other  alternatives  are  to  elect  subarea  councils  which  in  turn  will 
send  delegates  as  members  of  the  full  agency  board.  In  some  cases 
it  might  be  desireable  to  have  organizations  representing  different 
population  groups  select  members  of  the  board. 

It  may  be  appropriate  in  some  cases  to  have  government  officials 
select  some  members  so  long  as  they  do  not  dominate  the  board. 

The  principle  that  we  feel  should  be  followed  is  accountability  to 
the  public.  The  legislation  should  make  that  clear.  Then  it  should 
leave  to  each  HSA  within  that  framework,  the  flexibility  to  choose 
the  one  that  best  fits  their  needs. 

Mr.  Carter.  Do  you  feel  that  the  consumer  should  have  technical 
training  so  that  he  can  become  a  good  member,  a  more  efficient  mem- 
ber? 

Mr.  Semmel.  There  are  two  aspects  to  that,  Mr.  Carter.  One  is 
training,  but  we  also  feel  independent  technical  assistance  is  neces- 
sary. It  may  also  be  necessary  for  some  of  the  providers  that  do  not 
have  backup  support  from  their  own  institutional  staffs. 

When  you  get  a  thick  application  for  a  certificate  of  need,  when 
you  get  an  application  for  a  health  service  plan  for  the  area,  it  is 
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important  that  members  of  the  board  have  someone  that  they  can 
discuss  these  things  with,  get  their  questions  answered,  so  they  can 
understand  the  key  issues. 

The  staff  of  the  HSA  has  a  difficult  role  to  play  and  there  should 
be  an  outside  adviser  available  to  the  members  of  the  board. 

Mr.  Carter.  I  do  not  think  that  any  of  us  believe  in  self -perpet- 
uating HSA's,  but  how  do  you  account  for  such  a  low  selection  of 
consumers  and  such  a  narrow  spectrum  of  consumers?  How  do  you 
account  for  that  ? 

Mr.  SuiTTS.  I  think  it  is  related  to  how  the  HSA's  were  created. 
The  law  has  allowed  agencies  to  create  themselves  by  incorporation 
and  thereafter  to  self -perpetuate. 

I  think  HEW  has  been  at  best  very  mixed  in  enforcing  any  kind  of 
understandable  uniform  standard  of  what  is  reflective  of  the  com- 
munity. I  think  the  creation  and  selection  process  is  not  very  open, 
Mr.  Carter. 

Mr.  Checkoway.  In  addition,  I  believe  that  for  years  providers 
have  had  professional  networks,  supportive  staffs,  and  other  institu- 
tions which  have  enabled  them  to  be  effectively  organized.  Therefore, 
when  this  health  planning  legislation  began  to  be  implemented,  it 
advantaged  them  in  particular  in  turning  it  toward  their  own  ends. 

Consumers,  on  the  other  hand,  approach  the  health  care  system  as 
individuals  or  only  in  times  of  need,  and  rarely  have  had  the  backup 
services  and  institutions  available  to  providers.  It  thus  seems  not 
accidental  that  HSA's  would  become  dominated  by  providers.  It  also 
seems  not  accidental  that  HEW  would  be  more  responsive  to  organ- 
ized providers. 

Mr.  Carter.  Do  you  think  that  any  health  providing  group  should 
turn  anyone  away  because  he  does  not  have  the  money  ? 

Mr.  Checkoway.  I  do  not  believe  that  any  health  provider  should 
turn  any  member  of  the  public  away  regardless  of  income  or  ability 
to  pay,  race,  or  sex. 

Mr.  Carter.  Do  many  of  them  do  this  today  ? 

Mr.  Checkoway.  There  is  documented  evidence  to  suggest  that 
they  do. 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  The  point  that  you  have  mentioned  will  be  looked  into. 

I  think,  Mrs.  Fenerty,  we  will  turn  your  testimony  over  to  the 
Inspector  General  and  get  a  report. 

I  am  somewhat  encouraged,  Mr.  Checkoway,  that  the  present  pro- 
cedure allows  you  to  get  7  out  of  12.  At  least  the  procedure  is  not  so 
bad.  It  is  just  a  question  whether  the  people  will  take  an  interest.  Is 
that  the  case  ? 

Mr.  Checkoway.  I  think  that  the  current  circumstances  and  pro- 
cedure make  it  relatively  easy  for  providers  to  dominate.  My  under- 
standing is  that  our  success  is  exceptional  and  should  not  be  taken 
to  typify  the  situation  elsewhere. 

Mr.  Semmel.  May  I  comment  that  it  was  in  the  subarea  council 
that  they  won  7  out  of  12  seats  because  there  was  an  election.  The 
agency  board  is  a  self -perpetuating  board  in  that  area.  Am  I  right? 

Mr.  Checkoway.  I  would  also  add  that  organized  consimiers  have 
no  representation  on  the  regional  governing  board,  which  has  the 
decisionmaking  power  in  our  area. 
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Mr.  Rogers.  Has  there  been  an  effort  to  try  to  get  on  it? 

Mr.  Checkoway.  There  will  be  such  an  effect.  As  with  many  other 
consumer  organizations  in  this  field,  we  have  been  operating  only 
within  the  last  year. 

Mr.  Rogers.  That  is  true  in  the  whole  system.  We  have  just  set  it 
up,  you  know  some  HSA's  are  barely  a  year  old,  so  it  is  an  evolving 
process.  We  have  written  into  the  law  that  the  majority  be  con- 
sumers, not  more  than  60  percent.  So,  we  would  be  able  to  have  that 
carried  out. 

Now  we  also  have  a  provision  in  this  bill  which  says  they  should 
not  be  self-perpetuating,  which  I  agree  with. 
I  notice  in  your  statement : 

We  have  included  in  our  proposal  language  which  will  allow  the  consumer 
members  of  an  HSA  governing  body  to  choose  up  to  one-third  of  the  total  con- 
sumer members  selected. 

Now  that  sounds  as  if  you  would  have  the  consumer  members  self- 
perpetuate,  but  no  one  else. 

Mr.  Semmel.  The  consumer  members  would  not  perpetuate  be- 
cause two-thirds  of  the  consumer  members  would  be  chosen  by  a 
publically  accountable  process.  The  reason  we  reserve  the  third  is 
that  we  were  concerned  that  in  some  cases  the  process  would  not 
result  in  a  broadly  representative  board. 

Accordingly,  the  two-thirds  that  were  elected  by  an  accountable 
process  could  then  choose  the  remaining  one-third,  if  necessary,  to 
reach  the  broadly  representative  result.  So,  we  thought  this  would 
facilitate  achieving  that  within  an  essentially  democratic  and  ac- 
countable framework. 

Mr.  Rogers.  I  presume  the  providers  might  come  to  us  and  say  the 
same  thing. 

Mr.  Semmel.  The  providers  do  not  have  quite  the  same  kind  of 
problem. 

Mr.  Rogers.  They  may.  They  may  say,  "We  do  not  have  any  hos- 
pital people  on  here.  We  do  not  have  this  provider  group  represented." 
So  we  will  look  at  this  carefully. 

Mr.  SuiTTS.  There  is  a  diversity  of  providers,  people  with  varying 
interests. 

Mr.  Rogers.  As  there  are  with  consumers. 

Mr.  Carter.  Mr.  Chairman,  we  had  a  complaint  from  the  dentists 
as  to  their  representation  on  the  board. 

Mr.  Rogers.  The  dentists  complained  they  were  not  getting  enough 
of  their  members  on  the  board  ? 

Mr.  Carter.  Sometimes  hospital  administrators,  sometimes  nurses. 

Mr.  Rogers.  That  is  right.  So  what  we  have  tried  to  do  is  set  it  up 
so  that  people  can  participate.  We  can  encourage  participation  and 
they  have  an  opportunity  to  participate. 

I  was  impressed  by  your  testimony,  Mr.  Suitts,  on  the  proportional 
representation.  Is  it  better  for  us  to  have  all  elected  representatives 
of  the  people  run  these  things?  We  thought  it  was  better  to  divide 
it  up  whether  you  have  providers,  governmental  people  and  con- 
sumers rather  than  say  it  ought  to  be  an  elected  body.  I  am  not  sure 
you  can  always  get  exact  proportional  representation.  It  is  a  goal  to 
be  desired,  I  am  sure,  but  I  am  not  sure  how  we  can  accomplish  it. 
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Mr.  SuiTTS.  I  think  you  are  right.  I  get  a  little  suspicious  when 
those  groups  are  always  underrepresented. 

Mr.  Rogers.  What  about  your  elected  body?  You  might  even  find 
that  pattern  there,  I  would  think.  Do  you  disagree  with  that?  Cer- 
tainly in  the  area  you  have  looked  at. 

Mr.  SuiTTS.  We  have  been  involved  in  reapportionment  litigation 
in  the  south  for  a  good  number  of  years  trying  to  deal  with  that 
problem. 

Mr.  Rogers.  Even  with  elected  people  you  have  this  problem.  So 
we  need  to  be  conscious  of  these  problems,  I  would  agree,  and  I  think 
you  have  pointed  out  very  effectively  some  of  the  things  that  the  com- 
mittee needs  to  look  at. 

Thank  you  for  your  presence  here.  It  has  been  most  helpful  to 
have  your  testimony. 

Mr.  SuiTT.  Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Because  of  people  having  to  catch  planes,  we  are  ask- 
ing the  panel  of  provider  representatives  to  testify  next. 

We  welcome  each  of  you.  It  is  good  to  see  you  again.  We  will  be 
delighted  to  receive  your  testimony  this  afternoon.  Your  statements 
will  be  made  a  part  of  the  record  in  full. 

STATEMENTS  OF  WILLIAM  J.  HAaOOD,  JR.,  M.D.,  PRESIDENT, 
MEDICAL  SOCIETY  OF  VIRGINIA;  0.  RAY  HURST,  PRESIDENT, 
TEXAS  HOSPITAL  ASSOCIATION;  AND  LOUIS  E.  GIBSON,  M.D., 
CHAIRMAN,  TEXAS  STATEWIDE  HEALTH  COORDINATING 
COUNCIL 

Dr.  Hagood.  Thank  you,  Mr.  Chairman  and  members  of  the  sub- 
committee. I  am  pleased  to  be  here  today  in  response  to  your  request 
for  testimony  to  H.R.  10460  and  the  Health  Planning  and  Resources 
Development  Act  of  1974.  I  appreciate  the  opportunity  to  tell  you  of 
the  experiences  of  people  in  Virginia  and  their  doctors  in  trying  to 
work  within  the  framework  of  health  planning  you  gave  us. 

There  are  many  problems.  I  have  seen  them  in  my  job  as  president 
of  the  Medical  Society  of  Virginia,  as  a  member  of  the  Halifax  County 
board  of  supervisors  and  as  a  concerned  citizen  who  has  gone  to 
meetings  of  our  local  subarea  council  and  other  HSA's  throughout 
our  Commonwealth.  We  hope  the  proposed  amendments  [see  p.  709] 
will  solve  many  of  those  problems  and  in  a  number  of  instances  they 
do. 

I  commend  the  subcommittee  on  its  work  so  far.  However,  I  believe 
there  are  areas  which  cause  major  problems.  We  have  addressed 
most  of  those  in  the  technical  report  we  are  submitting  to  the  sub- 
committee. 

In  this  report  we  make  specific  recommendations  for  consideration 
in  your  efforts  to  correct  the  defects  of  the  health  planning  act  as  it 
was  written,  as  you  are  proposing  to  amend  it,  and  as  it  is  being 
implemented  in  our  communities. 

There  are  four  general  areas  I  will  address  as  concisely  as  possible, 
Mr.  Chairman.  One,  the  attitude  of  many  Virginia  doctors  toward 
the  health  planning  work  underway.  Two,  some  problems  encountered 
by  all  groups  in  the  community  who  are  trying  to  achieve  goals  of 
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the  legislation.  Three,  comments  on  proposed  changes  to  Public  Law 
93-641.  Four,  suggestions  for  additional  changes  to  the  act  which 
we  believe  would  aid  communities  in  improving  health  care  resources 
in  a  rational,  common  sense  and  cost  effective  manner. 

Mistakes  are  being  made.  We  believe  they  could  and  should  be 
avoided  in  the  future.  First,  doctors  and  other  health  care  profes- 
sionals in  Virginia  recognize  there  are  problems  in  the  present 
delivery  system.  We  are  working  on  an  individual  basis  and  as  groups 
to  try  to  correct  those  which  are  under  our  control. 

We  are  moving  methodically  but  positively  ahead  in  cost  contain- 
ment, risk  management,  education  and  many  other  areas.  We  are 
taking  part  in  health  planning  activities  with  the  backing  and 
encouragement  of  our  professional  organizations.  We  believe  that  we 
must  take  a  responsible  role  in  planning,  just  as  we  feel  that  we  have 
the  primary  responsibility  for  delivering  high  quality  care  to  patients. 

However,  in  many  instances  we  have  been  frustrated.  We  whole- 
heartedly agree  with  Congress  in  its  belief  that  local  people  should 
firsthand  and  then  shape  their  own  local  health  care  system  into  one 
that  best  serves  their  own  and  their  neighbors'  unique  needs.  Un- 
fortunately, experience  has  been  local  HSA  agencies  are  forced,  under 
the  threat  of  losing  funds,  to  rush  into  hasty  decisions.  They  are 
forced  to  draw  plans  from  incomplete,  often  inaccurate  or  inap- 
propriate information — for  the  sake  of  meeting  a  deadline. 

In  turn  these  same  time  constraints  prevent  doctors  and  the  public 
from  carrying  on  thorough  reviews  of  extremely  important  plans  or 
participating  in  the  decision  making  process.  We  are  simply  not  being 
given  enough  time,  either,  to  point  out  the  serious  impact  such  plans 
and  decisions  could  have  on  the  quality  of  medical  care  in  our 
communities. 

Further,  the  scope  and  responsibilities  of  the  HSA's  must  be  more 
clearly  spelled  out.  In  Virginia  we  are  seeing  HSA's  addressing  the 
issue  of  quality  of  medical  care  assessment.  This  is  an  area  in  which 
HSA's  have  neither  the  staff  capability  to  function  knowledgeably 
nor  the  responsibility  mandated  to  them  by  Congress. 

My  statement  is  partially  based  on  the  recent  experiences  in 
northern  Virginia.  That  HSA's  systems  plan  was  one  of  the  first 
in  the  country.  Because  it  was  rushed,  that  plan,  despite  hard  working 
committees  and  task  forces,  was  found  to  be  seriously  deficient  by 
doctors  and  by  almost  everyone  who  was  given  the  opportunity  to 
scrutinize  it. 

The  HSA  had  to  be  forced,  because  of  public  outcry,  to  provide 
more  time.  Basically,  the  document  failed  to  address  real  medical 
care  problems  and  issues.  Now  it  is  being  rewritten.  The  redraft  has 
substantive  changes  in  its  content  and  more  than  100  specific  changes. 

Central  Virginia,  ladies  and  gentlemen,  is  another  example.  The 
medical  society  had  only  8  days  to  review  the  draft  annual  im- 
plementation plan.  I  doubt  that  any  other  interested  group  had  much 
more  time.  I  submit  that  is  not  enough  time  to  develop  a  thoughtful 
response  on  such  a  serious  matter.  That  situation  was  more  urgent 
than  the  one  we  encountered  in  the  national  guidelines. 

Another  point  is  that  many  people  who  will  be  profoundly  affected 
by  these  plans  are  not  yet  aware  they  exist.  Not  just  the  general 
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public,  but  people  who  were  involved  in  such  areas  as  juvenile 
corrections,  environmental  quality  and  rehabilitation. 

Third,  I  will  quickly  highlight  our  technical  report.  We  hope  the 
subcommittee  will  consider  the  recommendations  it  contains.  It  ex- 
plains our  concerns  with  proposed  amendments,  particularly  those 
dealing  with  national  guidelines,  certificate  of  need,  and  decertifica- 
tion of  health  care  facilities. 

Briefly,  we  feel  that  HSA's,  SHCC's,  SHPDA's,  are  being  given 
too  much  to  do  too  soon.  They  have  not  yet  demonstrated  they 
completely  understand  our  complex  delivery  system  and  its  inter- 
relationships. Nor  do  we  feel  they  can  hope  to  do  so  unless  major 
changes  are  made  in  choice  and  makeup  of  their  boards,  committees 
and  councils. 

Further,  unless  such  changes  are  legislated,  HSA  cannot  measure 
how  much  programs  will  cost  either  in  terms  of  dollars  or  in  impact 
on  quality  and  availability.  Despite  hard  work  being  done  by  volun- 
teers and  staff,  we  believe  their  present  structure  does  not  allow  them 
to  attempt  such  serious  undertakings. 

Fourth,  we  request  the  subcommittee  to  address  itself  additionally 
to  the  following  areas:  methods  and  powers  of  subarea  councils; 
relationships  between  agency  staffs  and  boards,  PSRO-HSA  relation- 
ships ;  and  ways  to  help  the  public  become  more  knowledgeable  and 
involved  in  the  planning  process. 

These  and  other  changes  are  detailed  in  our  report. 

Ladies  and  gentlemen,  the  problems  are  very  real.  The  concern  of 
the  medical  community  and  its  desire  to  become  more  involved  in 
health  planning  are  real.  We  trust  the  work  of  this  subcommittee  will 
result  in  both  doctors  and  patients  getting  real  tools  to  begin  to  solve 
these  problems. 

Thank  you,  sir. 

[Testimony  resumes  on  p.  722.] 
[The  proposed  amendments  follow :] 
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REVIEW  OF  THE  PROPOSED  HEALTH  PLANNING 
AMENDMENTS  OF  1978 

■I 
i 

I  Submitted  by 

THE  MEDICAL  SOCIETY  OF  VIRGINIA 


INTRODUCTION 

The  Medical  Society  of  Virginia  has  completed  its  review  of 
the  proposed  Health  Planning  Amendments  of  1978  which  are  now 
being  considered  by  the  Sxjbcommittee  on  Public  Health  and 
Environments.     This  review  addresses  relevant  sections  of  the 
proposed  amendment  in  terms  of:     Society  support,  suggested 
revisions  and  explcination  of  sections  which  will  affect  the 
capacity  of  health  systems  agencies,  state  health  planning  and 
development  agencies,  and  Statewide  Health  Coordinating  Councils 
to  plan  effectively.     These  suggested  revisions,  additions,  and 
deletions  are  based  upon  the  Virginia  experience,  but  are  appli- 
cable to  all  states. 

This  report  also  addresses  the  need  for  subarea  councils 
which  has  not  been  included  in  the  proposed  Amendments.  The 
importance  of  meaningful  consumer  and  provider  representation 
in  health  resource  decisions  has  lead  to  this  addition.  The 
suggestions  and  recommendation  which  follow  are  presented  in 
the  spirit  of  constructive  criticism.  They  reflect  a  concern 
shared  by  all  members  of  the  medical  community  -  namely,  the 
need  to  maintain  the  highest  level  of  medical  care  which  all 
citizens  deserve. 
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Sec.  201    Revision  and  Reporting  the  National  Guidelines  for  Health 
Planning 

An  annual  review  of  the  National  Guidelines  for  Health  Planning 
would  improve  the  validity  and  subsequent  reliability  of  the  goals 
and  standards  affecting  the  supply,  distribution,  and  organization 
of  health  resources.     The  requirement  for  an  annual  review  in  this 
proposed  amendment  to  Section  1501  of  the  Act  could  be  supported  by  the 
Medical  Society  of  Virginia.     However,  the  proposed  amendment  should 
be  expanded  to  address  general  methodological  and  procedural 
review  requirements  to  be  implemented  and  disclosed  by  the  Secretary 
of  the  Department  of  Health,  Education,  and  Welfare.     These  review 
requirements  are  discussed  in  the  following  paragraphs. 

The  methodology  to  be  used  in  the  review  of  the  National  Guide- 
lines to  revise  goals  and  standards  should  be  further  addressed  in 
the  proposed  amendment.     It  appears  that  such  review  and  revision 
will  rely  primarily  on  "a  review  of  the  health  systems  plans  and 
annual  implementation  plans  of  health  systems  agencies  and  State 
health  plans."     Such  reviews  and  revisions  must  go  beyond  that  of 
the  aforementioned  plans  since  they  often  contain  serious  methodolo- 
gical, conceptual  and  technical  deficiencies.     For  example,  a 
review  of  published  HSA  plans  in  Virginia  has  evidenced  deficiencies 
in  the  data  base  and  analysis  conducted  to  support  goals,  objec- 
tives, and  priority  actions. 

Specifically,  the  HSA's  continually  point  to  the  lack  of 
reliable  data  but  proceed  to  mandate  area-wide  moratoria  which 
could  adversely  effect  the  quality  of  medical  care.  Area-wide 
changes  in  occupanc    rates,  lengths  of  stay,  utilization  rates,  and 
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other  health  devices  are  proposed  by  the  HSA  to  control  costs 
and  thus  improve  the  "quality  of  health  care  delivery."  While 
cost  containment  has  long  been  supported  and  pursued  by  the  Medical 
Society  of  Virginia,  the  impact  of  such  cost  containment  efforts 
is  often  minimized  in  the  HSA  plans. 

The  Secretary  may  be  aware  of  this  problem  in  some  of  -the 
currently  published  health  systems  cind  annual  implementation  plans 
from  other  parts  of  the  country.     Therefore,  there  should  be 
legislative  assurcmces  that  the  extensive  resources  of  H.E.W.  will 
be  used  by  the  Secretary  to  conduct  this  critical  task  of  review 
and  revision.     Similarly,  a  legislative  requirement  for  disclosure 
of  the  methodology  employed  to  review  goals  and  steuidards  would 
further  promote  the  credibility  and  acceptance  of  the  National 
Guidelines  by  the  provider  and  consumer  community. 

The  procedural  review  of  proposed  revisions  should  extend  beyond 
the  promulgation  of  revisions  and  publication  of  a  statement  of  the 
relationship  of  standards  and  goals  and  the  status  of  national 
health  resources.     While  the  aforementioned  activities  should  be 
retained  in  the  proposed  amendment,  they  are  prospective  actions. 
The  reliability,  credibility  and  concurrent  acceptance  of  national 
guidelines  could  be  fostered  by  retrospective  action. 

Specifically,  it  should  be  legislated  that  the  procedure  used 
by  the  Secretary  to  revise  emd  finalize  the  goals  and  standards 
require  the  input  of  individuals  who  are  currently  involved  in  the 
delivery  of  medical  services.     These  individuals  would  include 
physicians  and  other  practitioners  who  face  the  daily  task  of 
providing  good  medical  care  to  the  public.     Thus,  the  Medical 
Society  of  Virginia  urges  the  inclusion  of  a  provision  which  would 
require  the  Secretary  to  involve  those  responsible  for  direct 
delivery  of  medical  services  in  the  drafting  of  revisions  prior 
to  pxiblication  of  the  National  Guidelines  for  Health  Planning. 


26-219  O  -  78  -  pt.  1  -  46 
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Sec  202    National  Health  Priorities 

The  discontinuance  of  duplicative  and  unneeded  services  and 
facilities  is  one  of  the  priorities  which  must  be  pursued  by  the 
medical  coiranunity.     However,  as  further  discussed  in  a  later 
section  (Appropriateness  Review) ,  the  planning  agency  community  is 
neither  prepared  nor  capable  of  pursuing  this  proposed  addition, 
to  the  National  Health  Priorities,  at  this  time. 

It  appears  that  the  SHPDA  would  be  authorized  to  immediately 
pursue  the  proposed  National  Priority  of  Discontinuance.     This  is 
evidenced  by  a  proposed  provision  cited  in  Section  221  of  the 
Amendment.     Specifically,  the  SHPDA  is  authorized  to  implement 
decertification  actions  within  four  years  from  adoption  of  the 
amendments.     Although  such  action  would  require  an  amendment  to 
the  Virginia  Certificate  of  Public  Need  Act,  it  seems  that  the  SHPDA 
could  conceivably  implement  the  decertification  authority  through  its 
Designated  Planning  Agency  (1122  Program)  Agreement. 

The  SHPDA,  either  through  its  DPA  Agreement  and/or  its  appli- 
cable state  certificate  of  need  legislation,  would  be  required  to 
conduct  appropriateness  review  in  conformance  with  approved  health 
plans  which  provide  the  basis  for  certificate  of  need  decisions. 
These  approved  health  plans  would  include  the  reviewed  HSA  health 
systems  plans  which  are  used  to  prepare  the  State  medical  facilities 
plan.     The  HSP's,  as  indicated  previously,  require  substantial 
revisions  which  may  require  legislated  changes  in  the  methods  and 
approaches  to  plan  development  procedures. 

The  quality  of  the  Virginia  Health  Systems  Plans  does  not 
evidence   a  capacity  on  the  part  of  the  planning  agency  community  to 
justify  and  document  proposed  planning  actions  which  adequately 
consider  the  impact  of  such  actions  upon  the  quality  of  medical 
care.     The  expansion  of  SHPDA  and,  in  turn,  HSA  authority  to 
include  pursuit  of  the  national  health  priority  of  discontinuance 
is  not  advisable  at  this  time. 

The  need  to  consider  the  impact  of  planning  agency  actions 
upon  the  quality  of  medical  care  has  been  repeatedly  referenced 
in  this  report.     The  health  planning  agency  community  has 
equated  Congressional  findings  cited  in  P.L.  93-641  (Section  2) 
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with  a  broad  mandate  to  control  costs  without  sufficient  regard 
for  quality  of  care  impact.     In  some  instances,  the  HSA's  in 
Virginia  have  attempted  to  assume  the  role  of  professional  standards 
reviev?  organizations  in  order  to  "tie  in"  cost  containment  and 
quality  of  care.     Such  attempts  not  only  conflict  with  P.L.   92-60  3 
(PSRO  legislation)   in  terms  of  the  authority  vested  in  PSRo's, 
but  have  also  evidenced  methodological,  conceptual,  and  technical 
deficiencies  in  the  HSA's  attempt  to  develop  standards  and 
criteria  related  to  the  appropriateness  of  direct  medical  services 
rendered  to  patients.     Thus,  we  urge  a  modification  and  expansion 
to  Section  1502.     Specifically,  the  following  change  to  Section 
1502(6)  cited  under  "National  Health  Priorities"  is  suggested; 

Sec. 1502 (6)     The  promotion  of  activities  identified  by  Professional 
Standards  Review  Organizations  under  Part  B  of  Title  XI 
of  the  Social  Security  Act  and.  State  Medical  Societies, 
^  and  other  direct  providers  of  medical  services  to 
achieve  needed  improvements  in  the  quality  of  medical 
services  specified  by  the  PSRO,  State  Medical  Societies, 
and  other  direct  providers  of  medical  services. 

Sec.  109    Membership  Requirements 

There  are  only  a  handful  of  practicing  physicians  among 
the  more  than  150  persons  serving  on  the  five  HSA  governing 
bodies  in  Virginia.     This  serious  lack  of  physician-provider 
representation  is  a  direct  result  of  inadequate  specification 
of  membership   (composition)  requirements.     In  P.L.  93-641, 
the  under  representation  of  medical  providers  on  the  HSA 
governing  bodies  is  in  direct  conflict  with  the  intent  of  Congress 
and  can  only  be  corrected  through  major  changes  in  the  Act. 

There  are  six  Congressional  findings  cited  in  P.L.  93-641 
which  constitute  the  purpose  for  passage  of  the  Health  Planning 
and  Resources  Development  Act  of  1974   (Section  2) .     One  of  the 
Congressional  findings  recognized  the  importance  of  including 
health  care  providers  in  the  development  of  health  policy  at  the 
National,  state,  and  local   (health  service  area)   levels.  Specifically, 
the  Congress  recognizes  that  "the  health  care  provider  is  one 
of  the  most  important  participants  in  any  health  care  system. . . 
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<and  thus)  health  policy  must  address  the  legitimate  needs  and 
concerns  of  the  provider  if  it  is  to  achieve  meaningful  results 
(Section  2(6).       Congress  concluded  that  it  is  "imperative  that 
the  provider  be  encouraged  to  play  an  active  role..."  in  the 
implementation  of  P.L.  93-641.     This  active  role  cannot  be 
achieved  by  providers  xinless  changes  are  made  in  HSA  and  SHCC 
"Composition"  requirements  cited  in  the  Act. 

The  proposed  Amendment  to  Membership  Requirements  should  be 
expanded.     The  term  "direct  provider"  should  be  re-defined  to 
assure  adequate  medical  provider  representation  in  the  HSA  and 
SHCC  (Section  1531   (3) (A).       This  new  definition  would  be  included 
in  the  HSA  and  SHCC  composition  requirements  to  achieve 
equitable  medical  provider  involvement  to  conform  to  the  intent 
of  Congress       (Section  1512  ( 3)  (c)    (ii)  and  Section  1524  (b)(i)(C)). 

The  direct  provider  would  be  defined  as  those  licensed  individuals 
whose  primary  current  activity  is  the  provision  of  medical  care  to 
patients.     All  other  licensed  or  certified  individuals  engaged  in 
the  delivery  or  administration  of  health  care  services  would  be 
included  in  the  indirect  provider  category.     The  indirect  provider 
definition  would  also  encompass  the  fiduciary  interest  provisions 
and  the  proposed  amended  change  to  Section  1531  (3) (b) (iii)  which 
appears  on  page  12  of  the  Health  Planning  Amendments  of  1978 
(lines  20-22) . 

The  inclusion  of  Veterans'  Administration  and/or  qualified 
health  maintenance  organization  representatives  on  the  HSA  governing 
body  and  SHCC  is  intended  to  assure  adequate  representation  by 
Federally  funded  health  care  organizations.     This  same  concern 
for  representation  should  be  extended  to  the  federally  designated 
Professional  Standards  Review  Organization.     In  fact,  the  PSRO  is 
one  of  the  principal  entities  which  HSAs  must  coordinate  their 
activities  with  as  specified  in  Section  1513(d).     This  mandated 
relationship,  in  Virginia,  has  been  consumated  in  one  instance 
through  an  HSA-PSRO  memorandum  of  understanding  encompassing  required 
review  of  the  HSP  and  AIP.     However,  the  inclusion  of  an  exofficio 
voting  PSRO  representative  in  the  HSA  and  SHCC  organizations  would 
strengthen  the  intent  of  the  act. 
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The  proposed  redesignated  subclause  pertaining  to  the  inclusion 
of  "representatives  of  public  and  private  agencies  in  the  area 
concerned  with  health"  is  unclear  in  terms  of  its  intent.  The 
broad  language  could  be  subject  to  broad  interpretation  and  confusion. 
It  seems  that  the  intent  of  the  redesignated  subclause  involves 
inclusion  of  such  organizations  as  county  health  departments,  local 
medical  societies,  hospital  associations,  mental  health  and  mental 
retardation  organizations,   and  other  entities  concerned  with  the 
health  status  of  health  service  area  residents.     The  Medical  Society 
of  Virginia  requests   that  such  clarification  be  provided  prior 
to  the  adoption  of  the  redesignated  clause. 

Sec.  210     Governing  Body  Selection 

The  proposed  amendment  pertaining  to  the  disclosure 
of  governing  body  selection  methods  should  be  expanded  to 
include  disclosure  of  the  methods  used  to  select  the  executive 
committee,  other  members  of  standing  committees,  and  selection/ 
election  of  governing  body  members.     Such  disclosure  should  include 
publication  of  the  method  used  to  appoint,  select,  or  elect  members, 
the  procedures  used  to  review  member  qualifications   (in  terms  of 
Composition  requirements  cited  in  Section  1512(b)(3)(c),  the 
manner  in  which  terms  of  office  are  decided,  the  process  used 
to  fill  vacancies,   and  the  procedures  which  specify  the  manner 
in  which  members  may  be  removed  from  office.     The  aforementioned 
elements  constitute  the  basis  for  determing  whether  there  is, 
in  fact,  the  opportunity  for  broad  participation  by  residents 
in  the  Health  Service  Area.     A  preliminary  review  of  Virginia 
HSA  By-laws  evidences  a  tendency  for  HSA's  to  engage  in  legalistic 
language  which  is  difficult  to  review  in  terms  of  evaluating  the 
adequacy  of  consumer  and  provider  participation  in  the  HSA  structure. 
Thus,   the  requirement  for  full  disclosure  may  enable  residents 
to  fully  understand  how  and  why  members  are  selected  to  serve 
on  the  HSA. 
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Sec.  212    Meetings  and  Records 

The  Medical  Society  of  Virginia  is  currently  conducting  a  survey 
of  scheduled  HSA,  SHCC,  and  SHPDA  activities.     This  survey  includes 
the  identification  of  the  nature,  scope,  and  location  of  governing 
body,  council,  and  stemding  conmiittee  meetings.     The  preliminary 
results  of  the  survey  evidence  an  immediate  need  for  passage  and 
expansion  of  the  proposed  section  amendment. 

All  HSA's,  SHPDA' s,  and  SHCC's  should  be  required  to  not  only 
conduct  their  meetings  in  public  with  adequate  notice,  but  should 
also  be  required  to  publish    a  list  of  their  scheduled  governing 
body,  executive  committee,  standing  committees,  and  council  meetings 
as  a  matter  of  routine.     Request  by  the  p\iblic  of  such  meetings 
assumes  that  the  public  is  aware  of  planning  agency  activities. 
The  Medical  Society  of  Virginia  believes  that  the  planning  agencies 
have  an  obligation  to  their  service  area  residents  which  requires 
routine  disclosure  of  meeting  dates,  purposes,  and  activities. 
Thus,  the  HSA's,  the  SHCC,  and  the  SHPDA  should  be  required  to 
give  at  least  30  days  notice  of  its  meetings  in  at  least  two  (2) 
newspapers  of  record  without  the  necessity  of  a  specific  request 
from  residents. 

Sec.  214     Conflict  of  Interest 

The  majority  of  HSA's  in  Virginia  have  adopted  conflict 
of  interest  provisions  in  their  by-laws  as  a  result  of  PHS. 
Region  III  policy  requirements.     These  provisions  are  currently 
part  of  the  ongoing  operating  procedures  of  Virginia  H'SAs  that  are 
used  prior  to  project  review  deliberations.     The  Medical 
Society  of  Virginia  could  support  a  national  requirement  for  all 
HSAs  and  SHCCs  to  include  conflict  of  interest  declaratives 
which  must  proceed  all  HSA  and  SHCC  deliberations  and  actions. 
However,  the  proposed  amendment  could  prevent  providers  from 
voting  and/or  participating  in  any  health  care  issue.  For 
example,  physician  affiliation  with  hospitals   (i.e.,  staff 
privileges)  could  be  considered  a  "consultative  relationship." 
Similarly,  the  term  "fiduciary"  not  only  encompasses  financial 
but  also  professional  interest  and  involvement  with  health 
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care  organizations.     The  term  "substantial"  would  require 
similar  clarification  since  it  could  be  defined  in  view  of 
financial  renumeration,  hours  of  employment,  or  position  on 
an  advisory  board  of  an  organization. 

Sec.  216    Health  Plan  Requirements 

The  Medical  Society  of  Virginia  could  endorse    the  provision 
requiring  the  inclusion  of  an  agency  work  statement  as  an  in- 
tegral part  of  the  HSP  and  AIP.     This  statement,  however^  should 
be  prepared  as  a  comprehensive  document  which  specifies  the 
work  activities  and  concurrent  work  assignments  to  be  under- 
taken by  the  HSA  to  achieve  goals,  objectives,  and  priority 
actions. 

The  Medical  Society  of  Virginia  also  could  endorse  and  support 
the  provision  for  a  public  hearing  on  the  AIP.     However,  the 
provision  should  be  expanded.     During  the  public  hearings  on 
the  HSPs,  it  became  evident  that  many  of  the  HSAs  had  failed 
to  provide  adequate  time  for  interested  parties  to  obtain  and 
review  the  draft  plans.     The  HSAs  met  the  letter  of  the  law 
but  due  to  a  variety  of  reasons  failed  to  allow  adequate  time 
for  detailed  review  of  draft  plans.     Thus,  we  would  urge 
expansion  of  the  proposed  amendment.     The  HSA  should  be 
required  to  publish  its  notice  of  a  public  hearing  at  least 
60  days  prior  to  such  hearing.     This  provision  would  be 
applicable  to  the  HSP,  AIP,  and  State  Health  Plan  produced 
by  the  SHCC.     Similarly,  the  HSA,  SHPDA,  and  SHCC 
would  be  required  to  expedite  distribution  of  their  plans  so 
that  a  minimum  of  60  days  would  be  provided  for  interested 
individuals  and  organizations  to  review  and  comment  on 
proposed  plans. 

Sec.  224     SHCC  Composition  and  Sec.  217    Criteria  and  Procedures 
for  Review 

The  Medical  Society  of  Virginia  could  endorse  and  support 
the  proposed  amendment  changes.     These  changes  will  assure 
that  the  state-wide  plan  development  process  will  be  carried 
out  through  the  SHCC  membership.     This  membership  will  be 
selected  by  an  elected  official   (the  governor)  who  represents 
the  voice  of  the  public  at  large. 
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Sec.  218    Certificate  of  Need  Programs 

The  proposed  amendment  cites  some  positive  elements  which 
could  be  supported  by  the  Medical  Society  of  Virginia.  These 
include  provisions  for: 

-  an  annual  review  of  progress  made  in  completing  approved 
certificate  of  need  projects; 

-  specifying  a  maximum  amount  of  expenditures  in  the 
certificate  of  need  approval   (with  adequate  justifi- 
cation and  documentation  supported  by  recognized 
professionals  in  the  construction  and  health  facility 
development  field) ;  and 

-  the  publication  of  regulations  to  assure  conformity 
to  a  national  certificate  of  need  program  (  in 
accordance  with  the  process  described  in  the  review 
and  development  of  National  Health  Priorities) . 

However,  the  proposed  addition  to  Part  C  -  State  Health 

Planning  and  Development  -  for  an  expanded  Certificate  of  Need 
Program  would  not  be  supported  by  the  Medical  Society  of 

Virginia  at  this  time.     The  expansion  of  certificate  of  need 
authority  to  include  "appropriateness  review"  and  "decerti- 
fication" is  the  principal  reason  for  such  opposition.  While 
appropriateness  review  and  decertification  are  not  specifically 
cited  in  this  proposed  amendment,  the  activities  of  review  and 
discontinuance  of  health  facilities  and  services  (decertification) 
are  intimately  tied  to  certificate  of  need  actions.     For  example. 
Section  218  of  the  proposed  Health  Planning  Amendments  of  1978 
requires  each  certificate  of  need  decision  to  be  consistent  with  the 

state  health  plan.     The  state  health  plan  includes  the  findings 
resulting  from  appropriateness  review  to  all " institutional 
health  services  conducted  by  the  HSAs.     This  review  is  to 
constitute  the  basis  for  a  determination  of  the  institutional 
services  which  are  to  be  discontinued.     Thus,  the  intimate 
relationship  which  must  exist  between  health  planning  efforts 
and  certificate  of  need  decisions  is  based  upon  the  validity 
and  credibility  of  the  technical  procedures  used  to  collect 
and  analyze  health  data. 
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The  HSAs  have  not  evidenced  this  technical  capacity  in 
their  health  plans.     Hence,  the  expansion  of  certificate  of 
need  authority  is  premature.     The  HSAs  have  not  documented 
their  ability  to  consider  the  impact  of  their  ^activities  upon 
health  care  quality.     The  SHPDAs  have  not  even  begun  to  review 
HSA  plans  and,  given  the  deficiencies  in  the  composition  of 
HSA  governing  bodies,  would  not  have  adequate  representation 
on  the  SHCC  to  review  and  monitor  SHPDA  certificate  of  need 
actions  through  plan  development  efforts. 

Sec.  219    Appropriateness  Review 

The  proposed  amendment  to  Section  1523   (2)  (6)  of  the  Act 
references  the  Secretary's  authority  to  designate  certain 
institutional  health  services  which  will  be  subject  to-  • 
"Appropriateness  Review."    However,  there  is  no  indication 
of  the  manner,  procedure,  or  process  which  will  be  used  by 
the  Secretary  to  accomplish  the  task  of  designation.     It  can 
only  be  assumed  that  such  designation  will  be  based  upon  the 
findings  cited  in  HSA  plans.    ^These  findings  may  be  misleading 
and  may  not  reflect  the  complex  impact  of  decertification 
activities  upon  the  medical  care  delivery  system. 

It  seems  that  the  HSA  and  SHPDA  would  be  authorized  to 
immediately  undertake  decertification  action.  Specifically, 
within  four  years  of  enactment  of  the  Health  Planning 
Amendments  of  1978,  the  SHPDA  will  have  declared  a  sta,te-wide 
moratorium  of  those  institutional  services  found  to  be 
inappropriate  (p.  27  lines  10-17).     In  essence,  the  Secretary 
will  be  the  individual  responsible  for  initial  decisions 
regarding  the  health  care  services  which  may  be  inappropriate. 
This  action  conflicts  with  the  basic  purpose  of  P.L.  93-641 — 
specifically,  the  creation  of  a  system  of  state  and  local 
health  planning  agencies  responsive  to  its  constituency  and 
responsible  for  decisions  arrived  from  local  study  and  analysis. 
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The  HSAs,  the  SHCC  and  SHPDA  with  adequate  representation  from 
its  consumer  and  provider  constituency  should  make  such  decisions. 
Unfortunately,  the  community  of  planning  agencies  have  not 
reached  this  point  of  independent  decision  making.  However, 
with  equitable  adjustments  in  legislation  and  continued 
dedication  to  the  technical  validity  of  its  decisions,  the 
planning  agency  community  should  not  be  deprived  of  the  right 
to  reach  its  own  conclusions.     Thus,  Appropriateness  designation 
should  for  the  time  being  remain  the  prerogative  of  the  planning 
agency  community. 

,y 

Sec.  221    Coordination  of  Health  Planning  with  Rate  Review  and 
Sec.  222    Coordination  within  SMSAs 

The  requirements  for  coordination  of  HSA  and  SHPDA  activities 
cited  in  Sections  221  and  222  are  fully  supported  by  the  Medical 
Society  of  Virginia.     However,  similar  coordination  require- 
ments should  be  developed  for  HSA  and  SHPDA  interaction  with 
major  providers  of  medical  care.     Such  coordination  is  required 
to  increase  the  validity  and  reliability  of  HSA  plans  and 
associated  activities.     The  HSA  would,  in  conjunction  with 
medical  care  provider  organizations  such  as  the  Medical  Society 
of  Virginia,  prepare  a  plan  approved  by  the  Secretary  which 
would  provide,  at  a  minimum,  the  review  of  HSPs  and  AIPs.  This 
same  provision  would  be  associated  with  SHPDA  plan  development 
activities. 
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Subarea  Advisory  Councils 

The  need  for  establishment  of  subarea  advisory  councils 
should  be  reflected  in  the  proposed  Health  Planning  Amendment 
of  1978.     Many  HSAs  have  decided  against  the  formation  of  such 
councils  due  to  the  costs  required  to  support  subarea  planning 
efforts.     In  fact,  the  current  provision  in  P.L.  93-641 
allows  for  flexibility.     The  HSA  is  allowed  to  independently 
decide  whether  "grass  roots  input"  is  worth  "the  cost." 
However,  grass  roots  involvement  in  the  decision-making 
process  is  necessary  if  planning  is  to  truly  reflect  the  needs 
and  demands  of  the  community. 

Obviously,  the  opportunity  to  serve  in  a  meaningful 
capacity  on  the  HSA  decreases  when  the  size  of  the  governing 
body  is  kept  to  a  minimum.     The  degree  of  flexibility  allowed 
in  decisions  regarding  the  formation  of  subarea  councils  should 
be  dependent  upon  ths  size  of  the  governing  body  and  the 
geographic  area  included  in  the  health  service  area.  Thus, 
we  would  urge  the  adoption  of  an  amendment  to  Section  1512(6) 
(c)  -  Subarea  Councils.     This  amendment  would  require  the 
establishment  of  subarea  advisory  councils  representing  parts 
of  the  agencies'  health  service  area  when  the  size  of  the 
governing  body  was  less  than  30  members.     This  provision 
would  assure  adequate  community  representation  in  the 
planning  process. 

The  responsibility  and  role  of  the  subarea  advisory  council 
is  currently  restricted  to  an  advisory  function.     This  role 
should  be  expanded.     It  could  be  expanded  through  the  requirement 
that  the  elected  chairperson  of  each  subarea  council  should 
be  included  as  a  voting  member  of  the  HSA • governing  body. 
Similarly,  a  legislated  requirement  similar  to  the  language 
used  to  resolve  conflict  between  HSA  recommendations  and 
SHPDA  actions  could  be  proscribed  to  strengthen  the  subarea 
council  advisory  role.     For  example,  a  new  clause  would  be 
added  to  the  subarea  council  subsection  which  would  require 
the  HSA  to  justify  nonconforming  actions  to  the  SHPDA.  At 
the  same  time,  the  subarea  council  would  be  provided  with  an 
appeals  provision  entitling  its  membership  to  a  fair  hearing 
at  the  SHPDA  and  SHCC  levels.     Such  revisions  should  be  in- 
cluded in  the  proposed  amendments  to  P.L.  93-641. 
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Mr.  Rogers.  Thank  you  very  much. 

There  is  a  call  to  the  floor  for  a  vote.  So  we  will  stand  in  recess 
for  10  minutes. 
[Brief  recess.] 

Mr.  Rogers.  The  subcommittee  will  come  to  order  please.  We  are 
continuing  our  hearings  on  planning. 
Now,  for  the  Texas  Hospital  Association. 

STATEMENT  OF  0.  RAY  HURST 

Mr.  Hurst.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  be  here. 

My  name  is  Ray  Hurst,  president  of  the  Texas  Hospital  Associa- 
tion. My  comments  are  intended  to  be  constructive  and  to  be 
supportive  of  testimony  that  will  be  presented  within  the  next  day 
or  two  by  the  American  Hospital  Association,  also,  just  in  a  few 
minutes  by  Dr.  Louis  Gibson. 

The  Texas  Hospital  Association  is  an  organization  of  about  600 
hospitals.  Many  of  them  are  small,  many  are  rural  ones,  and  of  course 
there  are  large  metropolitan  centers  also.  We  have  been  very  suppor- 
tive over  the  years  of  comprehensive  health  planning.  I  think  you 
know  that. 

We  have  been  active  in  implementing  the  existing  law  in  the  State. 
We  passed  local  legislation  within  about  6  months  after  Pub.  L. 
93-641  was  initially  passed.  We  hope  that  you  understand  that  when 
we  speak  for  a  membership  organization  we  do  not  speak  for  every 
one  of  them,  but  overall  our  membership  is  supportive  of  the 
planning  effort. 

We  recognize  the  need  and  wisdom  for  it.  We  certainly  want  to 
see  a  reasonable  implementation  of  the  law.  Our  support  in  the  past 
has  been  based  on  the  theory  that  the  best  determination  is  local 
determination. 

Certainly  we  understand  that  the  State  needs  to  be  involved  and 
at  some  point  in  time  the  Federal  Government  has  to  be  involved  also. 

We  do  register  opposition,  however,  to  any  proposed  change  that 
would  take  away  from  serious  consideration  for  the  needs  of  the 
people  as  determined  at  the  local  level.  We  think  that  is  an  extremely 
important  point  to  be  made  here.  Certainly  local  resource  allocation, 
I  think,  is  a  major  point  in  my  testimony. 

Originally,  I  think,  it  was  the  belief  that  planning  would  be  of 
assistance  in  resolving  this  problem  of  endless  demand  for  health  care 
facilities  and  especially  hospitals.  In  our  view,  if  given  just  a  little 
bit  more  time  I  think  this  is  coming  to  pass. 

Our  certificate-of-need  law  is  working  very  effectively.  The  bulge 
that  we  saw  when  the  law  was  first  passed  3  years  ago  is  gone  now. 
The  Health  Facilities  Commission  is  in  good,  firm  control  and 
operations,  and  we  would  like  to  see  that  local  determination  through 
the  HSAs,  through  the  SHPDA  or  SHCC  and  on  to  the  certificate- 
of-need  agency  to  be  carried  out. 

Certainly  we  recognize  that  health  care  costs  have  increased. 
Certainly  we  recognize  that  hospital  costs  have  increased.  I  think  the 
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committee  would  like  to  know  and  I  believe  we  furnished  you 
separately,  not  in  connection  with  this  testimony,  but  some  of  the 
effective  work  we  have  already  done  in  Texas  and  other  surrounding 
States  in  containing  health  care  costs. 

I  would  hope  that  the  example  that  we  cited  in  our  testimony, 
that  I  would  not  detail  at  this  point,  will  be  looked  at. 

Also,  with  regard  to  judgment  factors  about  economically  produc- 
tive people  and  nonproductive  people  and  how  they  have  been  treated 
in  some  other  countries.  I  would  hope  that  the  committee  would  not 
consider  that  necessary  in  these  United  States. 

We  do  have  some  problems  with  the  implementation  of  the  existing 
law  with  regard  to  the  guidelines  that  have  been  published  under 
both  titles  15  and  16,  Mr.  Chairman  and  members  of  the  committee. 
We  have  done  some  studies  of  some  Congressional  districts  with 
regard  to  the  full  effect  of  those  two  guidelines  if  fully  implemented. 
It  was  not  part  of  my  original  testimony,  but  if  you  would  like  to 
have  it  we  would  be  glad  to  share  it  with  you. 

We  did  it  for  four  congressional  districts  and  the  HSA's  that  made 
up  those  congressional  districts.  It  is  a  little  eye  opening.  In  one  of 
the  districts,  Mr.  Burleson's,  for  example,  they  would  have  to  close 
almost  4,000  beds,  just  in  one  congressional  district,  in  order  to  meet 
the  guidelines. 

There  is  an  interlock  between  those  regulations  that  deals  with 
titles  15  and  16  of  the  existing  law.  I  wanted  to  be  sure  that  you  had 
a  note  of  that. 

We  hope  that  this  legislation  and  the  resolution  of  the  proposed 
changes  to  the  legislation  can  be  promptly  handled,  that  a  meat  axe, 
if  you  please,  is  not  taken  to  the  bill,  and  that  we  be  given  some  more 
time  to  adequately  implement  what  is  already  on  the  books. 

We  think  the  basis  for  the  legislation  is  quite  good  and  I  commend 
you  for  your  foresight,  Mr.  Chairman,  you  and  the  members  of  your 
committee  who  put  it  together  initially,  because  it  was  far-reaching. 
We  would  strongly  urge  that  when  the  committee  and  the  law  says 
guidelines  that  you  be  sure  to  tell  the  Secretary  of  HEW  that  you 
are  talking  about  guidelines  and  not  flat  standards. 

Thank  you  very  much,  sir. 

[Mr.  Hurst's  prepared  statement  and  attachment  follow:] 
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Statement  of  the  Texas  Hospital  Association 
Before  the 

Interstate  &  Foreign  Conmerce  Health  Subcommittee 
February  1,  1978 


Mr.  Chairman,  I  am  0.  Ray  Hurst,  President  of  the  Texas  Hospital  Association, 
which  includes  both  rural  and  metropolitan  hospitals.    Our  organization  has 
iti  the  past  supported  comprehensive  health  care  planning  and  was  active  both  at  the 
state  and  national  level  in  this  support. 

As  you  are  aware,  there  was  not  in  the  past,  and  is  not  now,  wholehearted  support  for 
this  activity  but  I  am  here  to  speak  in  the  support  of  the  renewal  of  P.L.  93-641  and 
am  most  appreciative  of  your  courtesy  in  allowing  us  to  be  heard. 

Our  support  in  the  past  has  been  based  on  the  theory  of  local  determination  as  expressed 
in  locally  developed  plans.    Currently  the  debate  centers  around  whether  the  planning 
process  will  remain  an  essentially  local  and  state  mechanism  of  resource  allocation  or 
become  a  federally  controlled  regulatory  system.    We  oppose  the  changing  of  the  basic 
concept  of  the  program  to  one  of  federally  imposed  regulations  at  the  expense  of 
local  planning.    Although  many  points  could  be  covered,  local  resource  allocation  is 
the  major  point  of  my  testimony. 

Originally  it  was  thought  that  planning  would  be  of  assistance  to  resolving  the  prob- 
lem of  an  almost  endless  demand  for  health  care  with  hospitals  bearing  the  brunt 
of  the  increased  demand.     Increased  types  of  patients  such  as  short  term  psychiatric, 
patients  suffering  from  drug  abuse,  alcohol  abuse  and  patients  requiring  treatment 
heretofore  unknown  were  admitted  to  hospitals  in  larger  numbers.    In  this  activity 
the  hospital  acted  as  the  consumer  advocate  in  attempting  to  meet  this  demand.  The 
net  results  were  two: 

1.  Hospital  costs  rose  in  direct  response  to  the  recognized  public  need  for 
access  and  quality  of  care  causing  questions  concerning  how  much  should  be 
spent  on  health  care. 

2.  Hospitals  were  accused  of  empire  building  and  their  medical  staffs  pictured 
as  groups  demanding  the  very  latest  equipment  for  the  purpose  of  self- 
aggrandizement  . 

We  viewed  planning  as  a  means  of  expanding  the  base  of  local  input  in  assisting  with 
these  medical  requirements  which  had  assumed  major  social  and  economic  significance 
requiring  carefully  thought  out  solutions  with  due  care  for  local  requirements  and, 
above  all,  avoiding  formulas  that  had  limited  or  fallacious  bases.     This  general 
concept  was  the  basis  for  P.L.  93-641.     However,  in  the  implementation  of  P.L.  93-641 
local  and  state  plans  must  conform  closely,  if  not  absolutely,  to  national  planning 
guidelines  which,  in  turn,  already  have  been  issued  as  rigid  formulas — formulas  that 
if  allowed  to  prevail  will  ration  health  care  to  the  extent  of  refusing  admission,  in 
some  states,  to  every  fourth  prospective  patient.     Authority  for  enforcement  of  these 
guidelines,  although  not  specifically  given  by  Congress,  can  easily  be  accomplished 
by  denial  of  funds  to  Health  Services  Agencies  who  do  not  conform — as  well  as  other 
sanctions. 

These  desperation  attempts  to  force  local  compliance  to  rigid  guidelines  stem  from 
either  a  desire  for  power  or  a  more  generalized  and  understandable  reason — the 
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federal  government  is  both  a  purchaser  of  services  and  a  regulator  of  the  prices 
paid  for  this  service.     This  does  place  the  government  in  a  difficult  situation  but 
a  balance  must  be  established.     In  this  we  are  not  without  precedent  from  which  a 
valuable  lesson  could  be  learned. 

For  example,  some  theorists  have  long  maintained  that  the  demand  for  health  care  is 
endless  and  a  rational  system  would  divide  patients  into  three  categories: 

a.  Economically  productive 

b.  Economically  unproductive 

c.  Economically  benign 

The  economically  productive  would  be  those  that  are  currently  working  thereby  con- 
tributing to  the  economic  good,  the  economically  nonproductive  as  represented  by 
older,  perhaps  retired,  and  the  benign  those  patients  requesting  treatment  not  closely 
related  to  economics  such  as  certain  types  o£  plastic  surgery.     The  theory  is  that 
maximum  care  be  given  to  the  economic  productive  and  if  any  be  left  over,  then  this 
could  be  distributed  to  other  categories.     I  do  not  subscribe  to  this  theory  but 
under  a  centralized  system,  with  minimum  input  from  local  areas,  it  may  and  has 
occurred.     For  example,  about  ten  years  ago  there  appeared  in  the  press  an  incident 
in  England  where  it  was  discovered  a  notice  had  been  published  that  gave  instructions 
to  allow  a  patient  seeking  admission  and  exhibiting  certain  symptoms  to  expire  instead 
of  rendering  treatment.     After  publication  of  this  story  the  sign  was  removed.  Some 
say  that  this  could  not  happen  in  this  country.     However,  I  would  like  to  call  your 
attention  to  the  recently  issued  guidelines  pertaining  to  Title  16  of  the  PHS  Act — 
a  companion  of  the  guidelines  pertaining  to  Title  15. 

This  guideline  limits,  as  a  maximum,  the  number  of  allowable  patient  days  to  1,000  per 
1,000  population.  By  interlocking  with  other  formulas  the  limit  is  further  reduced. 
Currently  the  national  average  number  of  hospital  days  used  per  1,000  population  is 
1,209.     In  Texas,  this  would  dictate  the  refusing  of  admission  to  every  fourth  patient. 
This  represents  a  flagrant  example  of  the  use  of  rigid  formulas — formulas  which 
could,  perhaps,  be  applied  to  a  young  age  group  of  people,  relatively  affluent  and 
passing  a  required  physical  examination  before  admittance  to  the  group — but  not 
the  general  public. 

Our  presentation  has  been  a  plea  to  build  safeguards  into  this  law  to  prevent 
capricious  and  ill  considered  schemes  to  stifle  local  initiative.    While  the  difficult 
situation  faced  by  those  that  are  placed  in  a  conflict  of  interest  position  by  being 
both  a  purchaser  of  care  and  a  regulator  of  price  is  understood,  a  balance  must  and 
can  be  achieved, 

Resolution  must  be  rapid  and  must  not  be  allowed  to  degenerate  into  bureaucratic 
wrangles  such  as  those  surrounding  HSA  designations  that  have  not  only  been  expensive 
but  to  date  the  rigidity  of  the  system  also  has  allowed  only  9  of  the  205  Health 
Systems  Agencies  to  be  fully  designated — this  after  three  years. 

We  request  that  the  law  continue  to  be  based  on  local  determination  as  expressed  in 
locally  developed  plans  and  the  formula  requirements,  as  they  have  proven  to  be 
inoperative,  be  deleted.     We  believe  this  to  be  workable  as  most  of  the  personnel 
connected  at  the  federal  level  with  planning  are  known  to  us  by  reputation  at  least 
and  we  believe  them  to  be  able  to  accomplish  the  Congress'  desires  if  properly  led. 


ORH/sae/lb/1/25/78 
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January  30,  1978 


Mr.  Bob  Crane,  Staff  Counsel 
Subcommittee  on  Health  and  the  Environment 
Committee  on  Interstate  and  Foreign  Commerce 
2415  Rayburn  House  Office  Building 
Washington,  D.C.  20515 

Dear  Mr.  Crane: 

Enclosed  please  find  copies  of  a  letter  dated  January  26,  1978  addressed 
to  Henry  Foley,  Ph.D.,  Administrator,  Health  Resources  Administration, 
in  which  the  Texas  Hospital  Association  provides  comments  concerning  the 
Revised  National  Guidelines  for  Health  Planning  as  published  in  the 
Federal  Register  on  January  20,  1978. 

We  request  that  this  letter  be  included  as  a  part  of  my  testimony  previously 
submitted  on  the  Statement  of  the  Texas  Hospital  Association  to  be  presented 
before  the  Subcommittee  on  Health  and  the  Environment  scheduled  for  February 


1,  1978. 


Sincerely, 


sjr 

Enclosures 


Texas  Hospitals:  Official  Monthly  Journal 
Affiliaies;  Texas  Hospital  Education  and  Research  Foundation,  and  Texas  Hospital  Association  Health  Services  Corporation 
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TEXAS   HOSPITAL   ASSOCIATION         622s  u  s,  H.ghw^y  290  E«i  -  Mailing  Addrcs.:  P.O.  Box  15587.  Au».in.T„„  7R761  -  A  C.  512-45J.7204 


January  26,  1978 


Henry  Foley,  Ph.D. 
Administrator 

Health  Resources  Administration 
Center  Building,  Room  1022 
3700  East-West  Highway 
Hyattsville,  Maryland  2078.2 

Dear  Doctor  Foley: 

On  behalf  of  tte  almost  600  member  hospitals,  the  Texas  Hospital  Association 
is  pleased  to  respond  to  your  request  for  comments  concerning  the  Revised 
National  Guidelines  for  Health  Planning  as  published  in  the  Federal  Register 
on  January  20,  1978.  1 

In  our  letter  to  the  Secretary  of  Health,  Education  and  Welfare  of  December  7, 
1977  concerning  the  Proposed  Guidelines  for  Health  Planning  published  in  the 
Federal  Register  on  September  23,  1977,  we  expressed  concern  with  a  number  of 
problems  with  regard  to  the  proposed  document.    We  are  encouraged  by  some  of 
the  revisions  made  as  we  find  them  to  be  steps  in  the  right  direction. 

As  expressed  previously,  we  are  however  concerned  with  the  failure  of  the 
Department  to  separate  its  continued  insistence  on  awkward  and  unworkable  cost 
controls  from  the  primary  intent  of  P.L.   93-641,  that  being  planning.  Further, 
we  are  disturbed  that  the  Secretary  persists  in  trying  to  reduce  cost  and 
improve  quality  by  edict  and  arbitrary  quantitative  standards.     In  our  opinion, 
neither  cost  control  nor  quality  can  be  effectively  mandated  by  the  Secretary. 

Although  we  note  an  improvement  in  the  "tone"  of  the  guidelines  and  changes 
with  real  potential  in  a  number  of  areas,  we  see  no  material  change  in  their 
intent.     For  example,  although  the  guidelines  appear  to  contain  major  adjust- 
ments by  HEW,  a  careful  assessment  reveals  that  most  of  this  is  only 
illusionary.     This  is  revealed  through  the  clarification  of  the  intent  of 
HEW  to  provide  for  assessment  of  the  need  for  exceptions  by  the  local  health 
systems  agency.     This  body  is  to  submit  its  findings  to  the  SHPDA  and  SHCC, 
however,  final  authority  to  overrule  such  an  adjustment  still  remains  in  the 
hands  of  the  Secretary  in  that  he  will  receive  a  report  on  exceptions  from 
the  SHCC  and  he  controls  the  redesignation  and  funding  process.     (The  impli- 
cation is  that  the  Secretary  intends  to  take  advantage  of  this  and  to 
maintain  a  centralized  approval  mechanism  in  Washington  to  control  the 
activities  of  all  health  care  facilities  in  the  country,  despite  protesta- 
tions to  the  contrary.) 


Texas  Hospitals:  Official  Monthly  Jeurnal 
Affiliates:  Texas  Hospital  Education  and  Research  Foundation,  and  Texas  Hospital  Associ 


Health  Services  Corporatic 
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Although  the  statement  of  intent  to  eliminate  funding  to  an  HSA  which  does 
not  "conform"  has  been  removed  and  the  term  "consistent  with"  has  been  defined 
it  remains  clear  that  an  HSA  must  conform  within  five  years,  even  though  it 
has  no  authority  under  law  to  bring  about  conformance.     Otherwise,   the  HSA 
may  not  be  redesignated  or  refunded. 

A  review  of  the  annual  occupancy  rate  standard  which  exempts  rural  hospitals 
with  less  than  4000  admissions,  when  justified  by  the  HSA,  reveals  that  most 
Texas  HSA's  do  not  have  adequate  resources  to  do  the  present  job,  much  less 
develop  necessary  detailed  justifications  for  exceptions.     Staff  time  and 
financial  resources  can  be  better  utilized  in  a  real  effort  at  system  improve- 
ment.    Viewing  the  occupancy  standard  closely  from  a  system  perspective,  it 
is  clear  that  whether  rural  hospitals  are  exempted  or  not,     the  overall  807o 
occupancy  for  the  HSA  will  have  to  now  be  carried  by  the  metropolitan  hospital 

Rural  hospitals  would  also  appear  to  be  exempted  from  the  minimum  utilization 
standards  for  obstetrical  services  assuming  that  all  provide  only  primary  care 
or  uncomplicated  delivery  services.     This  is  simply  not  the  case.    Many  hospi- 
tals in  non-metropolitan  areas  provide  care  of  the  type  described  in  the 
document  as  Level  II  services.     Further,  neonatal  intensive  care  services 
are  also  available  and  much  needed  in  non-metropolitan  areas.     In  our  view 
it  will  be  extremely  difficult  if  not  impossible  for  hospitals  in  non-metropol 
tan  areas  to  justify  an    exemption  from  this  standard.    As  a  result,  patients 
currently  being  served  near  their  homes  will  have  to  travel  many  miles  for 
the  same  care  at  a  greatly  increased  total  cost. 

In  viewing  the  exceptions  granted,  one  must  only  reflect  on  the  "exception 
process"  available  to  hospitals  in  other  programs  carried  out  by  HEW  to  know 
that  such  exceptions  are  rare.     (In  fact,  it  might  be  said  that  the  publicity 
on- the  issuance  of  these  revisions  is  an  attempt  to  deceive  the  public  into 
believing  that  the  exemptions  will  be  the  norm  particularly  for  rural  areas, 
when  such  may  not  be  the  case.) 

The  revisions  also  contain  a  number  of  inconsistencies.     One  such  example  is 
the  statement  that  HSA's  should  use  "licensed  beds"  within  an  area  as  the 
basis  for  determinations.     The  recently  published  Guidelines  for  the  Develop- 
ment of  State  Medical  Facilities  Plans  and  all  available  material  on  grants 
programs  for  facility  development  utilize  "survey  capacity".    This  is  an 
inconsistency  of  critical  significance. 

Many  HSA's  in  areas  of  the  United  States  which  are  already  more  heavily 
regulated  have  come  to  view  themselves  as  "regulators"  and  "enforcers". 
This  is  not  the  intent  of  P.L.   93-641  in  our  opinion.     The  law  calls  for 
a  cooperative  planning  process  at  the  local  level.    We  have  much  difficulty 
finding  this  intent  in  the  guidelines  as  revised  with  their  overriding  ' 
emphasis  on  cost  control. 

In  reviewing  national  standards  such  as  4  beds/1000  population,  we  recognize 
that  there  must  be  a  starting  place,  however,  we  question  the  justification 
for  ceilingswhich  do  not  reflect  the  diversity  of  our  state  where  the  length 
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of  stay  and  cost  per  day  of  care  is  significantly  lower  than  the  national 
average.     We  would  therefore  urge  that  these  ceilings  be  chanf,ed  to  target 
rates  and  that  studies  be  undertaken  to  identify  realistic,   specific  target 
rates  for  specific  regions  of  the  United  States. 

Proposed  regidna lization  based  on  level  of  care  rendered  would  be  detrimental 
to  Texas  physicians,  hospitals  and  patients  residing  in  non-metropolitan 
areas.     Where  distances  between  facilities  are  great,  community  pride  and 
confidence  in  its  hospital  should  not  be  lessened  by  arbitrary  categorization 
which  has  a  derogtory  connotation,  although  perhaps  not  inten-ded.     In  other 
words,   in  the  eyes  of  the  public,   level  and  quality  are  synonomous. 

We  appreciate  the  consideration  the  Department  gave  to  the  special  problems 
encountered  by  hospitals  with  specialized  services  such  as  open  heart  surgery, 
cardiac  catheterization  units,  and  computed  tomography.     However,  the  fact 
remains  that  the  addition  of  a  requirement  that  HSA ' s  take  all  scanners  in 
the  area  into  consideration,  regardless  of  location,  ownership  (some  of  which 
are  not  subject  to  the  law),  or  scanner  capacity,   before  considering  new 
scanners  and  the  fact  that  there  are  no  exceptions  to  the  standard  for  new 
cardiac  catheterization  units,  which  prohibits  such  unless  the  facility  also 
performs  open  heart  surgery,   further  reveals  the  Department's  unbending 
approach  in  areas  where  there  are  few  absolutes. 

Of  major  importance  is  the  fact  that  we,  along  with  the  Governor,  and  other 
Texas  health  care  professionals,  visited  personally  with  the  highest  level 
officials  of  HEW  to  express  concern  over  the  September  23  proposed  guidelines. 
We  were  well  received  and  our  ideas  attentively  heard.     We  were  promised  that 
our  consultation  and  assistance  would  be  requested  in  subsequent  revisions. 
No  such  assistance  was  requested  of  us, and  our  first  indication  that  the 
latest  revisions  had  been  made    came  when  we  learned  of  the  Secretary's  pend- 
ing press  conference.    We  consider  the  action  taken  by  the  Department  a 
breach  of  faith. 

We  again  call  for  the  withdrawal  of  these  guidelines  and  the  development  of 
realistic  approaches  to  the  planning  and  cost  control  directives  of  P.L.  93-641 
based  upon  studies  to  be  undertaken  immediately  utilizing  available  informa- 
tion and  technology  in  order  to  carry  out  the  intent  of  Congress.  Or, as  a 
minimum,   the  regulations  should  clearly  and  succinctly  delineate  these 
"guidelines"  as  bench  marks  or  targets  for  planning  with  final  authority  for 
compliance  vested  with  local  and  state  officials. 


/ 


cc:     The  Honorable  Dolph  Briscoe,  Governor  of  Texas 

Joseph  A.  Califano,  Jr.,  Secretary,  Department  of  Health,  Education  and  Welfare 
Texas  Congressional  Delegation 
Office  of  Planning,  Evaluation  and  Legislation 
Health  Resources  Administration 


730 


Mr.  Rogers.  Thank  you  very  much,  Mr.  Hurst.  I  think  we  have 
told  the  Secretary  that  guidelines  are  guidelines  and  they  are  not 
directives.  I  think  the  Department  understands  that  now. 

Mr.  Hurst.  I  certainly  hope  so. 

Mr.  Rogers.  Mr.  Satterfield? 

Mr.  Satterfield.  Thank  you,  Mr.  Chairman. 

I  would  like  to  echo  your  last  remark.  I  too  hope  that  the  Depart- 
ment understands  that  now. 

I  would  like  to  ask  a  question  of  both  of  the  gentleman  who 
testified,  Dr.  Hagood  first,  if  I  may;  did  the  Secretary  of  HEW  or 
anybody  in  HEW  consult  with  your  organization  before  issuing  either 
set  of  guidelines  ? 

Dr.  Hagood.  To  my  knowledge,  no. 

Mr.  Hurst.  Would  you  like  to  ask  me  the  same  question  ? 

Mr.  Satterfield.  Yes ;  I  would. 

Mr.  Hurst.  Thank  you.  Congressman. 

We  came  to  Washington  at  the  request  of  our  Governor  who  was 
quite  upset  about  the  initial  guidelines.  We  discussed  it  with  the 
Secretary,  the  under-secretary,  and  several  members  of  the  staff.  We 
were  promised  we  would  be  consulted  before  the  guidelines  were  re- 
issued. Frankly,  we  were  not. 

I  have  requested  that  an  addendum  be  filed  to  my  statement  which 
incorporates  a  letter  that  I  wrote  to  Dr.  Foley  at  the  request  of  my 
Association.  The  letter  outlines  our  continued  concerns  over  the 
guidelines  and  expresses  the  hope  there  would  be  some  additional 
changes  considered.  I  would  have  to  say  in  all  sincerity  that  I  think 
there  will  have  to  be  congressional  changes.  I  think  there  are  a 
couple  of  areas  of  ambiguity  in  the  wording  of  references  between 
standards  and  guidelines  that  I  believe  the  Secretary  is  interpreting 
one  way  when  it  is  my  sincere  belief  that  the  congressional  intent  was 
something  slightly  different. 

Mr.  Satterfield.  Could  you  identify  the  source  of  the  commitment 
or  promise  that  you  would  be  consulted  ? 

Mr.  Hurst.  It  was  the  under-secretary,  Hale  Champion  and  Dr. 
Foley. 

Mr.  Satterfield.  That  is,  the  two  gentlemen  who  testified  here  on 
Monday  ? 

Mr.  Hurst.  I  was  not  here  on  Monday,  Congressman. 

Mr.  Satterfield.  They  did  testify  then.  I  was  interested  in  the  fact 
that  Dr.  Foley  attempted  to  deny  the  testimony  of  Dr.  Julius 
Richmond  last  year  that  this  required  consultation  did  not  occur.  He 
said  that  Dr.  Richmond  had  been  wrong  and  did  not  mean  to  say  that. 
I  think  your  testimony  now  is  most  enlightening  and  I  appreciate  it. 

Mr.  Hurst.  Mr.  Satterfield,  I  am  not  the  only  one  who  heard  it.  The 
gentleman  to  my  immediate  left  Dr.  Gibson  also  heard  it  as  did 
I)olph  Briscoe,  the  Governor  of  the  State  of  Texas. 

Mr.  Satterfield.  I  am  extremely  interested  to  learn  that  fact. 
Thank  you,  sir. 

Dr.  Hagood,  you  mentioned  on  page  5  of  your  statement  that 
certain  people  were  not  even  aware  that  they  would  be  given  an 
opportunity  to  analyze  these  health  systems  plans.  You  also  men- 
tioned the  fact  that  the  Medical  Society  only  had  8  days  to  review 


731 


the  draft.  I  wonder  if  you  can  tell  us  how  long  or  how  voluminous 
the  draft  of  the  plan  of  the  HSA  of  Central  Virginia  was  ? 

Dr.  Hagood.  I  can  answer  that  this  way,  Mr.  Satterfield. 

With  reference  to  the  "AIP"  that  was  issued  for  the  central  VA 
group,  that  letter  was  written  the  15th  of  December.  I  received  it  the 
24th  of  December,  Christmas  Eve,  with  instructions  to  respond  to  it 
by  the  6th  of  January.  Of  course  that  time  of  the  year  is  a  rather 
unusual  time  of  the  year,  so  it  was  difficult  to  get  this  thing  done. 

We  asked  for  an  extension  and  we  managed  to  get  this  thing  in, 
I  think,  by  the  11th  of  January.  Then  when  I  went  to  a  subarea 
HSA  meeting,  the  people  there  were  given  a  5-pound  1-ounce  grant 
application  for  the  central  Virginia  area  and  were  told  at  the  same 
time  that  "You  have  guidelines  in  which  to  study  this  and  to  come 
back  and  then  we  will  vote  on  this  thing." 

I  was  most  impressed  with  the  reaction  of  the  consumers  there. 
They  raised  the  devil. 

Mr.  Satterfield.  Do  you  anticipate  that  you  will  go  through  this 
exercise  again  now  that  some  alternative  guidelines  have  published? 

Dr.  Hagood.  I  would  hope  not.  I  would  hope  that  we  would  get 
more  time  in  which  to  do  this,  but  we  in  Virginia  and  the  Medical 
Society  of  Virginia  in  particular  are  doing  all  that  we  can. 

To  give  you  some  idea  of  what  the  president  is  doing,  in  the  first 
6  weeks  I  was  president  I  lost  5  pounds  trying  to  run  around  and  get 
something  done  about  this  thing  and  getting  the  thing  going.  It  has 
consumed  the  major  portion  of  my  waking  hours.  During  the  other 
little  dab  of  time,  I  managed  to  practice  some  medicine,  but  during 
the  other  time  I  was  trying  to  keep  up  with  this  thing  and  to  get  the 
Medical  Society  of  Virginia  and  the  medical  profession  actively  in- 
volved in  this  thing  in  Virginia. 

Mr.  Satterfield.  I  was  also  interested  in  your  comment  that  some 
of  the  people,  providers,  consumers  and  others,  are  not  even  aware 
of  HSA's  existence.  I  assume  from  your  comment  that  you  would  say 
then  that  they  really  do  not  consider  the  matters  pending  before  the 
HSA.  I  am  wondering  if  this  also  applies  to  the  providers  of  health 
services  ? 

Dr.  Hagood.  Personally,  I  am  most  concerned  that  my  profession, 
the  average  doctor,  is  really  not  aware  of  what  has  gone  on  and  what 
is  going  on  and  what  will  go  on  with  reference  to  Pub.  L.  93-641. 
Knowing  that  he  does  not  know,  there  is  not  any  way  that  his  patient 
will  know  about  it  either. 

Again,  the  Medical  Society  of  Virginia  has  gotten  out  a  brochure 
that  is  intended  for  distribution  to  the  public  by  the  doctor.  However, 
we  had  to  include  along  with  a  copy  of  the  brochure  a  letter  to  the 
doctor  to  try  to  tell  him  something  about  what  HSA's  are  all  about 
and  at  the  same  time  to  encourage  him  to  get  further  supplies  of  the 
questions  and  answers  on  HSA's  that  we  have  prepared  for  his 
patients. 

Mr.  Satterfield.  I  would  like  to  ask  this  question :  Based  on  your 
review  of  the  work  with  which  the  HSA's  that  you  have  been  involved 
with  are  concerned,  do  you  believe  that  they  have  sufficient  informa- 
tion and  technical  expertise  to  perform  the  functions  required  by 
the  act? 
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Dr.  Hagood.  No;  I  do  not.  To  go  back  to  this  subarea  HSA  that 
I  went  to,  these  people  were  completely  bewildered.  They  were  just 
at  sea.  I  introduced  myself  and  I  gave  some  testimony  to  them.  I  have 
Qever  been  so  welcomed  since  I  came  home  from  World  War  II,  to 
come  into  their  midst  and  their  feeling  that  "Here  is  somebody  we 
can  turn  to".  I  realize  the  tremendous  plight  they  were  in. 

I  took  a  tremendous  calculated  risk  to  say  to  them  that  "If  there 
is  any  way  in  which  the  Medical  Society  of  Virginia  can  help  you 
with  your  orientation  and  can  help  you  with  these  problems  that  you 
have,  please  ask  us".  Then  I  almost  had  to  run  out  the  door  to  get 
on  the  telephone  to  Craig  Sealove  to  tell  them  what  I  had  done  in  an 
effort  to  try  to  get  this  together.  I  am  pleased  to  say  now  that  we  are 
about  to  get  it  together. 

Mr.  Satterfield.  Are  you  aware  of  the  remarks  Monday  by  Mr. 
Champion,  speaking  for  HEW,  in  connection  with  these  amendments  ? 
Have  you  seen  his  testimony  ? 

Dr.  Hagood.  No,  sir;  I  have  not  seen  that. 

Mr.  Satterfield.  In  the  course  of  my  questioning  I  asked  him,  in 
the  event  the  cost  containment  legislation  did  not  pass  congress,  if  he 
felt  he  had  the  power  under  the  act  to  require  HSA's  to  perform  the 
same  function.  His  response  was  no  but  he  anticipated  that  they 
would  issue  guidelines.  If  that  were  to  occur,  is  it  your  opinion  that 
HSA's  would  be  in  anyway  equipped  technologically  or  otherwise  to 
administer  such  a  cost  containment  program? 

Dr.  Hagood.  I  do  not  see  how  they  can  do  it  under  the  present 
circumstances. 

Mr.  Satterfield.  Would  the  gentleman  from  Texas  care  to  respond  ? 

Mr.  Hurst.  There  is  no  way  and  heaven  help  us  if  they  are  given 
that  responsibility. 

Mr.  Satterfield.  I  would  like  to  say  one  thing  and  then  I  will 
stop  talking  because  I  know  that  it  is  late.  In  the  remarks  that  were 
given  to  us  Monday  by  the  Secretary  it  was  stated  that  there  are 
several  amendments  to  this  act  that  are  to  be  submitted  to  the 
Congress. 

Mr.  Chairman,  have  they  been  submitted  yet?  Do  we  know  when 
they  are  coming  ? 

Mr.  Rogers.  Is  that  when  their  own  bill  would  be  presented? 
Mr.  Satterfield.  Yes. 

Mr.  Rogers.  I  understood  it  would  be  presented  by  the  end  of  the 
week. 

Mr.  Satterfield.  I  think  it  would  be  extremely  important  that  these 
witnesses  as  well  as  all  others  who  have  testified  in  these  hearings  be 
given  an  opportunity  to  comment  on  those  specific  amendments.  I 
would  ask  unanimous  consent  that  the  record  be  kept  open  for  that 
purpose  so  that  we  may  consider  those  new  amendments  and  the 
witnesses'  responses  to  them  when  we  mark  this  bill  up.  I  would  ask 
unanimous  consent  for  that. 

Mr.  Rogers.  I  have  no  objection  to  keeping  the  record  open  for  any 
comment  they  believe  would  be  helpful  to  the  committee.  I  think  we 
will  have  to  close  it  in  a  reasonable  time  after  the  conclusion  of  the 
hearing.  I  would  certainly  think  we  can  keep  it  open  for  a  certain 
period  of  time. 
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Mr.  Satterfield.  Mr.  Chairman,  if  we  are  going  to  mark  up  this 
bill  it  would  seem  to  me  that  the  witnesses  ought  to  have  an  oppor- 
tunity to  comment  on  any  amendments  provided  by  the  Secretary  of 
HEW.  I  would  hope  that  we  would  have  that  opportunity  and  that 
we  can  consider  the  comments  before  we  start  marking  up  the  bill. 

Mr.  Rogers.  We  may  not  want  to  do  what  HEW  asks  us,  Mr. 
Satterfield. 

Mr.  Satterfield.  It  may  be  that  the  majority  of  this  subcommittee 
will. 

Mr.  Rogers.  Of  course  it  is  their  right  if  they  desire  to.  I  do  not 
know  that  we  can  hold  up  the  legislative  process  forever  to  wait  for 
comments  to  come  in.  I  think  we  can  give  them  a  reasonable  time, 
10  days  after  we  receive  the  bill. 

Mr.  Satterfield.  That  is  all  I  am  asking  for,  Mr.  Chairman. 

Mr.  Rogers.  I  think  that  is  reasonable. 

Mr.  Satterfield.  Thank  you. 

Mr.  Rogers.  As  I  understand  it,  Dr.  Hagood,  what  you  were  saying 
is  that  you  had  the  8  or  9  days  for  the  annual  implementation  plan 
not  for  the  health  service  plan,  the  HSP  ? 

Dr.  Hagood.  That  is  the  first  one  that  came  out. 

Mr.  Rogers.  Before  the  HSP  is  approved,  a  30-day  notice  has  to 
be  published  in  the  paper.  I  presume  the  medical  profession  has 
providers  on  the  HSA's,  do  they  not? 

Dr.  Hagood.  You  presume  what? 

Mr.  Rogers.  Are  there  not  some  members  of  your  society  in  Virginia 
providers  of  HSA's  who  are  drawing  up  the  plans  ? 

Dr.  Hagood.  Yes,  in  the  whole  State  of  Virginia,  of  the  five  HSA's 
we  probably  have  about  a  dozen  doctors  that  are  on  that  scattered 
throughout  the  State. 

Mr.  Rogers.  There  would  be  some  on  each  of  the  HSA's  ? 

Dr.  Hagood.  Yes ;  that  is  in  private  practice. 

Mr.  Rogers.  So  you  have  an  impact  right  from  the  beginning  on 
planning,  so  your  views,  I  presume,  are  expressed  by  those  members, 
are  they  not? 

Dr.  Hagood.  Yes,  but  at  the  same  time,  Mr.  Chairman,  five  of  these 
doctors  in  one  HSA  become  so  bewildered  and  frustrated  and  so 
inundated  with  the  avalanche  of  white  paper  that  was  coming  from 
Washington  that  that  they  finally,  in  trying  to  carry  on  their  practice 
and  in  trying  to  meet  deadlines,  threw  up  their  hands  and  resigned. 
I  wrote  quite  a  lengthy  letter  to  them,  thanking  them  for  their 
service,  asking  them  please  to  reconsider  because  they  had  some  input 
in  it,  they  had  some  knowledge.  Some  of  these  we  were  able  to  get 
back  and  some  of  them  we  have  not. 

Mr.  Rogers.  Of  course,  the  opportunity  is  there  for  the  input? 

Dr.  Hagood.  The  opportunity  is  there.  Congressman  Rogers,  and 
they  are  meeting  the  law.  This  is  legal.  But  when  it  comes  to  the 
spirit  of  the  thing,  I  question  it. 

For  instance,  any  of  these  hearings  that  go  on  in  the  South  Central 
HSA  in  Virginia,  they  will  publish  and  print  such  that  you  need  a 
large  magnifying  glass,  first  of  all,  to  find  the  thing  in  the  paper. 
It  will  say  in  there  something  like  this,  that  there  is  to  be  a  hearing 


734 

in  4  areas  scattered  throughout  a  22-county  area  there,  and  that  there 
are  8  areas  in  this  22-county  area  where  the  plan  is  being  exhibited. 

You  are  invited  to  go  there  during  the  hours  that  this  office  is  open. 
Of  course,  this  is  for  both  providers  as  well  as  consumers,  to  go  there 
and  sit  down  and  go  through  these  tomes  that  weigh  anywhere  from 
5  pounds  1  ounce,  I  said — I  have  one  that  is  5  pounds  6  ounces — to 
wade  through  this  thing.  And  they  can  take  time  off  from  their  work, 
if  they  wish  to,  to  go  into  this. 

It  is  not  very  likely  that  the  public  is  going  to  do  this.  Certainly 
for  a  physician  who  is  operating  an  office  and  seeing  a  number  of 
patients  each  day  this  is  well  nigh  impossible  to  do  this.  Nevertheless, 
the  law  has  been  met.  But  it  has  been  impossible  to  take  advantage  of 
this  opportunity. 

Mr.  EoGERS.  Of  course  we  want  everyone  to  have  an  opportunity 
to  have  an  input  and  that  is  the  way  it  was  designed.  In  this  bill  on 
the  annual  implementation  plan  we  add  a  requirement  for  30-day 
notice,  so  you  would  not  be  caught  with  8  days. 

I  think  that  is  wrong.  I  think  you  do  need  more  time.  We  are  trying 
to  make  those  changes  so  that  you  can  have  the  opportunity  to  help 
guide  the  process  and  give  suggestions. 

Dr.  Hagood.  Actually  we  need  to  know  when  this  is  coming  up  so 
that  we  can  contact  people  who  are  knowledgeable,  who  have  ability 
to  really  put  input  of  value  into  this,  because  they  will  have  to  change 
their  schedules  in  order  to  make  the  meeting  in  some  distant  city,  to 
sit  down  with  a  group  of  people  and  begin  to  go  through  this  sort  of 
thing.  So  that  this  is  one  of  the  big  reasons  we  need  a  big  piece  of  time 
like  this  in  order  to  rearrange  or  to  arrange  schedules  so  that  people, 
consumers  as  well  as  providers,  can  get  together  and  meet  the  law. 

Mr.  Rogers.  Of  course  what  we  have  tried  to  do  in  the  makeup  of 
the  HSA  is  to  provide  both  provider  input  and  consumer  input  so 
that  when  the  plan  is  first  developed  you  have  all  of  that  input  right 
then.  Then  the  review  of  the  plan  can  take  place,  so  all  the  forces 
can  come  back  again  and  comment.  So  we  are  trying  to  get  a  double 
input  in  effect. 

Dr.  Hagood.  This  is  entirely  correct.  As  it  turns  out,  as  the  time 
squeeze  comes,  the  subarea  HSA's  throw  up  their  hands  and  they  turn 
to  the  staff  person  and  say,  "What  should  we  do?"  They  have  to 
accept  without  question  what  the  staff  person  tells  them. 

Mr.  EoGERS.  Yes,  because  the  implementation  plan  is  only  a  plan 
for  1  year  and  I  would  think  that  that  would  not  be  too  difficult  to 
go  over.  Now  the  5 -year  plan  requires  more  time. 

Your  testimony  has  been  helpful.  We  will  look  at  your  suggestions. 

Dr.  Carter? 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

I  notice  on  page  4  of  your  testimony,  Doctor,  you  say  HSA's  are 
addressing  the  issue  of  quality  of  medical  care  assessment.  Is  this 
correct  ? 

Dr.  Hagood.  I  am  sorry,  Dr.  Carter,  but  I  do  not  quite  understand 
your  question. 

Mr.  Carter.  Is  it  true  that  HSA's  are  addressing  the  issue  of  quality 
of  medical  care  ? 
Dr.  Hagood.  Yes. 
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Mr.  Carter.  They  are  at  the  present  ? 

Mr.  Chairman,  is  that  within  their  purvue?  On  page  4  of  Dr. 
Hagood's  testimony  he  states  HSA's  are  addressing  the  issue  of 
quality  medical  care.  Is  that  part  of  the  duties  of  HSA's? 

Mr.  Rogers.  I.  think  that  is  PSRO. 

Mr.  Carter.  It  is  my  opinion  too  that  HSA  has  nothing  to  do  with 
that.  Their  job  was  to  plan  and  to  implement  those  plans. 

Dr.  Hagood.  This  is  my  understanding  that  the  HSA  provides  the 
facilities,  the  PSRO  studies  how  you  are  going  to  do  it. 

Mr.  Carter.  The  PSRO,  of  course,  has  charge  of  the  quality 
control,  as  I  understand  it. 

Dr.  Hagood.  Yes,  sir. 

Mr.  Carter.  I  think  your  HSA  is  exceeding  its  authority  in  that 
area. 
Dr.  Hagood.  Yes. 

Mr.  Carter.  I  notice  on  page  5  that  you  have  concerns  with  amend- 
ments. What  amendments  concern  you,  sir — those  having  to  do  with 
guidelines  ?  '\^^iat  particular  amendments  are  you  concerned  with  ? 

Dr.  Hagood.  In  our  technical  report  on  page  2  these  are  given.  The 
annual  review  of  the  national  guidelines  for  health  planning  would 
improve  the  validity  and  subsequent  reliability  of  the  goals  and 
standards  affecting  the  supply  and  distribution  of  organizations  of 
health  resources. 

The  requirement  for  an  annual  review  in  this  proposed  amendment 
to  section  1501  of  the  act  is  supported  by  the  Medical  Society  of 
Virginia.  However,  the  proposed  amendment  should  be  expanded  to 
address  general  method  logical  and  procedural  review  requirements 
to  be  implemented  and  disclosed  by  the  Secretary  of  the  Department 
of  HEW. 

Mr.  Rogers.  I  wonder  if  I  could  interrupt.  We  need  to  hear  from 
Mr.  Gibson.  They  have  to  make  a  plane — as  of  what  time? 

Mr.  Hurst.  I  have  a  real  time  problem,  Mr.  Chairman.  If  I  could 
be  excused  I  would  be  grateful  to  you.  I  will  be  glad  to  answer  any 
questions  that  Dr.  Carter  and  others  have  before  I  leave. 

Mr.  Rogers.  Dr.  Gibson? 

Dr.  Gibson.  I  do  not  have  a  time  problem. 

Mr.  Rogers,  Then  we  will  excuse  you,  Mr.  Hurst.  I  hope  you  can 
make  it.  I  hope  we  have  not  held  you  too  long. 

Mr.  Hurst.  Thank  you  very  much.  I  appreciate  the  opportunity. 

Mr.  Carter.  Are  you  worried  by  the  certificate-of-need  program? 

Dr.  Hagood.  Am  t  worried  about  the  certificate-of-need? 

Mr.  Carter.  Yes,  sir,  by  the  way  that  program  is  to  be  managed. 
Do  you  support  this  concept  or  not  ? 

Dr.  Hagood.  In  our  technical  review  that  we  have  submitted  here 
with  reference  to  the  certificate-of-need  programs,  the  proposed 
amendment  cities  come  positive  elements  which  could  be  supported  by 
the  Medical  Society  of  Virginia.  These  include  provisions  for  an 
annual  review  of  congress  made  in  completing  approved  certificate- 
of-need  projects,  specifying  a  maximum  amount  of  expenditures  and 
the  certificate-of-need  approval  with  adequate  justification  and  docu- 
mentation supported  by  recognized  professionals  in  the  construction 
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and  health  facilities  development  field  and  the  publication  of  regula- 
tions as  to  assure  conformity  to  a  national  certificate-of-need  program 
in  accordance  with  the  process  described  in  the  review  and  develop- 
ment of  national  health  priorities. 

However,  the  proposed  addition  to  part  "C"  of  the  State  health 
planning  and  development  for  an  expanded  certificate-of-need  pro- 
gram would  not  be  supported  by  the  Medical  Society  of  Virginia  at 
this  time. 

Mr.  Carter.  Thank  you.  Go  right  ahead. 

Dr.  Hagood.  The  expansion  of  certificate-of-need  authority  to  in- 
clude appropriate,  necessary  review  and  recertification  is  the  principal 
reason  for  such  open  significance.  While  appropriate  certificate-of- 
need  review  and  decertification  are  not  specifically  cited  in  this 
proposed  amendment,  the  activity  of  review  and  discontinuance  of 
health  facilities  and  service  decertification  are  intimately  tied  to 
certificate  of  need  action. 

For  example,  section  218  of  the  proposed  health  planning  amend- 
ments of  1978  requires  each  certificate-of-need  design  to  be  consistent 
with  the  State  health  plan.  I  will  skip  down  to  the  last  paragraph. 

The  HSA's  have  not  evidenced  this  technical  capacity  in  their 
health  plans.  Hence  the  expansion  of  certificate-of-need  authority  is 
premature.  The  HSA's  have  not  documented  their  ability  to  consider 
the  impact  of  their  activity  on  health  care  quality. 

The  SHPDA's  have  not  even  begun  reviewing  HSA  plans  and 
given  the  deficiencies  and  composition  of  HSA  governing  bodies 
would  not  have  adequate  representation  on  the  SHCC  to  review  an 
monitor  SHPDA  certificate-of-need  actions  through  plan  develop- 
ment efforts. 

Mr.  Carter.  Thank  you  very  kindly. 

Mr.  Rogers.  Dr.  Louis  Gibson,  State-Wide  Health  Coordinating 
Council,  we  welcome  you. 

STATEMENT  OF  LOUIS  E.  GIBSON,  M.D. 

Dr.  Gibson.  Thank  you.  I  appear  here  really  today  in  several 
capacities  and  would  like  to  talk  extemporaneously  rather  than 
follow  the  draft  [see  p.  741].  I  will  be  happy  to  answer  some  of  the 
questions  that  both  Mr.  Satterfield  and  Dr.  Carter  have  addressed  to 
the  panel. 

I  am  a  private  physician  in  Texas.  I  have  worked  in  the  rural 
areas  of  Texas  for  in  an  excess  of  25  years  now.  A  number  of  years 
ago  I  became  concerned  about  the  increasing  escalating  cost  of  care 
and  began  the  development  of  a  private  fee  for  service  rural  medical 
care  delivery  systems  encompassing  some  nine  counties  in  rural  Texas. 

It  has  been  developed,  with  a  broad  base  of  affiliations  between 
numerous  hospital  groups  and  numerous  private  practice  groups,  all 
fee  for  service,  and  has  resulted  in  the  development  of  sattelite 
facilities  for  the  delivery  of  ambulatory  rather  than  hospital  based 
care. 

As  early  as  1969  we  began  to  document  our  cost  concerns  and  have 
as  a  reference  document  presented  to  this  committee  previously  a 
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thesis  entitled  "A  Rural  Medical  Care  Delivery  System,"  which 
system  described  the  way  we  operate. 

I  also  represent  the  Governor  of  Texas,  Governor  Dolph  Briscoe. 
I  am  authorized  to  answer  any  question  on  health  policy  in  Texas. 
I  represent  the  Texas  area  five  health  system  agencies — the  Dallas- 
Fort  Worth  metropolitan  and  the  19  county  rural  area — of  which  I 
am  president  and  the  State-Wide  Health  Coordinating  Council, 
referred  to  under  the  act  as  the  SHCC  of  which  I  serve  as  chairman. 

I  also  represent  the  State  Health  Resource  and  Development 
Agency  referred  to  under  the  act  as  the  SHPDA's  which  I  work 
very  closely  with  as  president  of  the  SHCC. 

There  are  several  comments  that  I  would  like  to  make  and  I  would 
like  to  break  them  down  into  several  categories.  No.  1,  a  few  com- 
ments on  the  interaction  of  the  various  acts  that  are  now  being 
presented  to  congress  and  a  consideration  of  how  these  various  acts 
interact  with  Pub.  L.  93-641. 

Although  Secretary  Califano  has  assured  the  congress,  and  so  has 
Under  Secretary  Hal  Champion,  that  under  Pub.  L.  93-641  there  is 
no  provisional  authority  to  close  any  institution,  to  decrease  its 
service  or  defer  payment  to  any  institution  for  services  delivered 
under  Pub.  L.  93-641  is  certainly  correct,  under  section  1501  under 
the  guidelines  it  does  say  that  the  health  system  plan  of  each  health 
system  agency  and  each  State  health  plan  must  conform  to  the 
guidelines. 

These  guidelines  are  those  that  the  act  says  and  which  the  regula- 
tions say,  as  they  appear  in  the  Federal  Register,  shall  be  issued  as 
regulations.  Our  understanding  is  that  guidelines  are  benchmarks 
but  regulations  act  as  law,  as  does  the  act.  So  health  system  plans 
must  conform  to  the  guidelines  issued  as  regulations. 

A  State  health  plan,  a  composite  of  the  health  system  plans  in 
Texas  as  of  12  individual  health  system  agencies  must  also  conform 
to  these  guidelines. 

Although  Pub.  L.  93-641  does  not  provide  for  any  punitive  action, 
other  legislation  currently  pending  in  Congress  and  other  legislation 
potentially  pending  in  Congress  mentions  the  adoption  of  guidelines. 
These  other  acts  do  have  punitive  provisions. 

It  is  also  possible  for  the  Bureau  of  Health  Insurance  and  other 
agencies  simply  by  the  promulgating  of  regulations,  to  adopt  guide- 
lines that  have  previously  been  promulgated  under  this  act.  Pub.  L. 
93-641,  by  the  Secretary  for  Health  Planning.  It  is  also  possible 
under  rules  and  regulations  of  acts  already  adopted,  such  as  by  the 
Bureau  of  Health  Insurance,  to  defer  payment  to  an  institution  for 
nonconformity  to  the  guidelines  they  have  adopted  but  which  were 
created  under  Pub.  L.  93-641. 

I  think  this  interaction  of  the  various  pieces  of  legislation  in 
Congress  when  looked  at  as  a  whole  is  a  large  reason  for  the  concern 
of  both  consumers  and  providers  over  the  Nation  and  the  reaction  to 
the  guidelines. 

I  would  hope  that  each  legislative  action  would  be  examined  to  see 
how  Pub.  L.  93-641  interrelates  to  the  new  acts,  and  how  new  acts 
being  considered  by  Congress  would  interrelate  to  Pub.  L.  93-641. 
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Under  the  guidelines  themselves,  the  guidelines  have  been  modified. 
I  was  with  Mr.  Hurst  and  Governor  Briscoe  on  December  5th  when 
we  met  with  Under  Secretary  Hal  Champion  for  something  over  an 
hour.  I  have  recorded  in  my  testimony  which  you  have  as  an  attached 
document,  testimony  rendered  to  Secretary  Hal  Champion. 

Secretary  Champion  did  give  the  assurance  that  the  guidelines 
would  not  become  enforceable  regulations.  Now  the  new  guidelines 
as  issued  give  many  means  of  gaining  exceptions  to  these  guidelines. 

The  problem  in  Texas  is  simply  this.  The  exceptions  to  the 
guidelines,  the  80  percent  occupancy,  would  be  more  in  numerous  than 
the  non  exceptions,  most  of  the  rural  areas  of  Texas.  The  exceptions 
to  category  two,  obstetrical  care,  which  defines  obstetrical  care  as  any 
obstetrical  care  that  involves  complications  of  pregnancy — caesarean 
section — since  most  institutions  do  caesarean  sections,  would  be  more 
numerous  than  non  exceptions. 

Most  category  two  institutions  in  Texas  at  this  time  do  not  have 
1,500  deliveries  a  year,  most  of  them  do  not  have  500  deliveries  a  year. 

Pediatrics,  category  two  level,  also  is  quantified  as  the  same 
category  three,  providing  15  beds  for  pediatric  units.  Most  institu- 
tions in  Texas  today  delivering  category  two  pediatric  services  do 
not  have  15  beds. 

-  The  point  then  is  that  the  exceptions  to  the  guidelines,  certainly 
in  Texas,  are  going  to  be  of  a  far  more  excessive  number  than  those 
institutions  that  do  not  require  exceptions. 

Now  the  new  guidelines  issued  the  20th  of  January  do  provide 
that  exceptions  may  be  granted  by  the  health  systems  agency, 
documenting  the  need  for  these  exceptions  and  including  these  excep- 
tions in  their  health  systems  plan.  That  health  system  plan  then  goes 
to  the  State  agency,  the  SHCC  and  the  SHPDA  where  the  exceptions 
again  will  be  considered  and  the  exceptions  then  would  be  documented 
in  the  State  health  plan.  That  plan  then  would  be  considered  by  the 
Department  of  HEW. 

I  think  what  I  wish  to  emphasize  briefly  is  this.  Even  under  the 
new  guidelines,  health  systems  agencies,  their  boards,  their  com- 
mittees and  their  staffs  are  going  to  be  so  involved  in  the  document- 
ing and  the  defending  of  the  exceptions  to  the  guidelines  that  they 
will  not  be  able  to  devote  their  time,  their  budget,  their  committee 
structures  and  their  staff  to  health  planning,  the  development  of 
plans,  the  implementation  of  plans  and  the  establishment  of  their 
own  guidelines  which  would  insure  cost  effectiveness  in  their  own  area. 

This  then  to  us  in  Texas  means  that  this  committee  should  suggest 
the  deletion  in  section  1501  which  says  to  the  maximum  extent  practice 
shall  be  expressin  in  quantitative  terms  and  then  let  the  guidelines 
which  are  very  fine  as  benchmarks  be  used  by  the  individual  agencies 
to  develop  their  own  quantative  standards  for  what  might  be  cost 
effective  in  their  area,  but  what  might  be  cost  escalating  in  another 
area. 

Regarding  board  composition,  a  subject  already  addressed  today, 
this  committee  is  well  aquainted  with  the  law  suit  previously  referred 
to.  In  it  Texas  Acorn  under  a  law  suit  handled  by  the  Center  for  Law 
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and  Social  Policy,  in  which  Mr.  Herb  Semmel  was  plaintiff's  attorney, 
filed  suit  against  Texas  area  five  health  systems  agency  in  September 
and  November  1976. 

Shortly  after  the  designation  in  September,  the  suite  was  filed, 
claiming  that  the  term  "broadly  representative"  meant  equally 
proportional  representation  and  that  the  board  was  hence  out  of 
conformity  with  the  act. 

You  are  also  familiar  with  the  fact  that  this  case  was  heard  by  the 
Federal  district  court  in  Texas  and  the  Federal  district  court  did 
indeed  rule  under  summary  judgment  without  hearing,  without  trial, 
that  Texas  area  five  health  systems  area  board  was  out  of  compliance 
with  the  act. 

That  was  that  its  board  did  not  represent  categorically  proportion- 
ately the  economic  demographic  makeup  of  the  area.  Sixty  percent 
of  the  makeup  in  Texas  area  five  was  under  10,000  a  year  and  80 
percent  under  15,000  a  year. 

You  are  familiar  also  that  this  subcommittee  then  issued  some 
clarification,  and  that  congress  issued  some  clarification  of  the  term 
"broadly  representative."  And  that  the  Fifth  Circuit  Court  of 
Appeals  rendered  injunctive  relief  to  Texas  area  five  and  permitted 
the  continuance  of  some  functions  but  not  the  development  of  health 
systems  plans  or  review  for  sometime  amounting  to  about  10  months. 

You  are  also  familiar  with  the  fact  that  in  September  1977,  the 
Fifth  Circuit  Court  of  Appeals  reversed  the  Fifth  Circuit  Court  and 
stated  simply,  and  I  reference  the  court  of  appeals  document  in  the 
testimony  that  I  have  already  transmitted  to  this  committee,  the  Fifth 
Circuit  Court  of  Appeals  said  that  "broadly  representative"  does  not 
mean  proportional  representation. 

Congress  did  not  intend  under  the  act  to  set  quotas,  that  the  setting 
of  quotas  could  be  very  detrimental  to  the  actual  functions  of  an 
agency,  and  that  a  person  of  one  economic  category  could  actually 
represent  a  person  of  another  economic  category  without  being  of 
that  particular  category. 

The  court  then  quoted  draft  guidelines  issued  by  the  Department 
of  HEW  in  October  1975  as  to  many  of  the  qualifications  that  health 
systems  agency  board  members  should  have.  I  would  reference  you 
to  those  guidelines  without  going  into  them. 

Now  this  committee  then  needs,  as  does  congress,  to  further  clarify 
in  the  act  what  "broadly  representative"  in  the  eyes  of  the  congress 
and  the  court  means. 

Cost  containment,  we  believe,  and  cost  effectiveness,  which  is 
probably  a  better  term,  is  one  of  the  clear  priorities  addressed  in  this 
act.  We  believe  in  Texas  that  increased  accessability  to  care  and  cost 
effective  care  and  identifying  and  meeting  needs  are  not  contradictory 
but  can  in  effect  be  done. 

We  believe  that  certificate-of-need  legislation  as  it  is  functioning 
in  Texas  is  extremely  important  and  should  be  continued.  The  State 
agency  in  1977  through  December  31,  and  I  believe  Dr.  Carter,  you 
asked  somebody  this  question  on  another  agency  the  day  before 
yesterday,  had  a  total  of  335  applications.  Of  these  335  applications 
168  were  late  in  the  year  and  are  pending. 
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There  have  been  a  total  number  of  applications  approved,  144, 
$69,507,000.  There  have  been  a  total  number  of  applications  denied, 
14,  a  total  dollar  value  of  $26,290,000.  There  has  been  a  total  number 
of  applications  withdrawn  through  negotiations  or  otherwise  of  nine, 
with  a  dollar  value  of  $26,290,000.  There  has  been  a  total  number  of 
applications  withdrawn  through  negotiations  or  otherwise  of  nine, 
with  a  dollar  value  of  $1,278,000. 

That  means,  then,  that  either  denied  or  withdrawn  there  have  been 
$27,568,000  worth  of  applications  involving  certificate-of-need. 

To  answer  one  specific  question  now  which  I  heard  you  ask  previ- 
ously regarding  review.  In  Texas  area  five  health  system  agency, 
categorical  grant  review  for  the  months  of  November  and  December, 
19  applications  were  reviewed  representing  $7,279,000.  Most  of  these 
Avere  applications  that  were  for  continuation  grants. 

Seventeen  were  approved.  Most  of  those  approved  were  for  con- 
tinuation grants  with  a  dollar  value  of  $6,711. 

Two  grants  were  disapproved  because  those  grants  either  were 
inadequately  prepared,  did  not  demonstrate  significant  preparation 
and  organization  of  the  part  of  the  applicant,  or  evidenced  duplicate 
services  that  were  adequately  being  provided  by  other  existing 
agencies.  During  those  2  months  this  amounted  to  $566,000. 

I  think  if  there  is  one  thing  I  can  say  on  cost  containment  it  is  this. 
We  need  to  recognize  that  there  are  many  elements  that  are  escalating 
the  health  care  delivery  system  in  this  country  that  can  not  be  ad- 
dressed by  the  local  health  systems  agencies.  There  are  some  elements 
that  can  be  addressed.  Those  elements  that  can  not  be  addressed  are, 
number  one,  the  way  the  third  party  carriers  are  reimbursed  for 
health  care  delivery. 

The  incentive  of  the  patient  is  to  obtain  hospitalized  care.  The 
incentive  for  the  patient  is  not  to  obtain  the  same  care  on  an 
ambulatory  care  basis.  We  should  address  third  party  carriers  pro- 
viding for  ambulatory  care  services. 

We  need  to  address  reform  of  cost  reimbursement  policy.  One  of 
the  large  cost  escalating  effects  on  the  private  health  care  delivery 
system  in  this  country  is  the  way  the  cost  reimbursers,  the  federal 
payers,  so  to  speak,  reimburse  the  institutions. 

They  reimburse  on  their  formula  less  than  cost.  This  reimbursement 
technique  is  documented  in  other  documents  that  I  have  submitted  as 
part  of  this  testimony.  Since  they  reimburse  less  than  cost  and  since 
in  many  institutions,  especially  in  the  rural  areas,  60  percent  of  the 
cost  is  reimbursed  by  cost  reimbursers,  then  the  remaining  40  percent 
in  the  private  sector  have  to  pick  up  the  per  day  difference. 

The  cost  reimbursers  do  not  reimburse  for  charity.  Private  patients 
have  to  pick  up  the  indirect  cost  of  bad  debts,  and  the  cost  of  capital 
accumulation.  The  net  effect  is  to  escalate  hospital  cost  to  the  private 
sector. 

Sir,  I  see  my  time  is  up.  I  have  two  more  brief  words.  Dr.  Carter 
asked  somebody,  do  SHCC's  need  more  money  in  their  budgets? 
SHCC's  do  need  better  funding.  They  are  dependant  upon  the 
SHPDA's  for  their  funding.  Those  funds  are  transmitted  in  un- 
designated budgets.  Thank  you  sir. 

[Dr.  Gibson's  prepared  statement  follows :] 
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ADDRESS  SUMMARY 
OF 

TESTIMONY  ON  93-641 


I.      Consideration  of  interaction  of  all  health  legislation 

as  it  affects  Public  Law  93-641  and  93-641  as  it  affects 
other  health  legislation. 

'  (.1)     Since  local  and  state  health  planning  agencies 
are  the  only  agencies  authorized  by  the  Act  to 
deal  with  matters  concerning  health,  it  is 
evident  they  will  be  involved  in  the  administra- 
tion, planning,  or  implementation  of  most  health 
legislation. 

C2)     Although  93-641  provides  no  authorization  for  a 
closure  of  any  institution  or  decrease  in  its 
services  or  deferment  of  payment  for  services 
by  cost  reimbursers,  for  failure  to  conform  to 
National  Guidelines,  health  systems  plans  and 
state  plans  must  conform  to  these  guidelines. 

t3)     If  future  legislation  such  as  cost  containment, 
national  health  insurance,  or  regulation  issued 
affecting  federal  cost  reimbursers,  choose  to 
adopt  quantitative  guidelines  issued  by  DREW 
under  93-641    as  their  standard,  punitive  authority 
not  intended  under  this  Act  could  be  invested  in 
other  acts. 


II.     National  Guidelines 

CI)     National  Guidelines  issued  January  18,  1978  are 

a  marked  improvement  over  those  previously  issued, 

C2)     These  guidelines  still  require  conformity  to 
quantitative  standards  although  methods  of 
exceptions  are  outlined. 

t3)     In  many  areas  in  Texas  the  number  of  exceptions 
required  would  be  greater  than  the  number  oj? 
non-exceptions. 
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(4)  State  and  health  planning  agency  staffs  would 
be  required  to  expend  excessive  amounts  of 
time  documenting  and  defending  exceptions , 

(5)  It  is  easy  to  enforce  conformity  to  guidelines, 
but  far  more  difficult  to  insure  exceptions. 

OBSTETRICAL  SERVICES 

(1)     Most  nonurban  medium  sized  communities  act  as 
liavel  II  obstetrical  units  and  do  not  deliver 
1,500  birth  per  year.  They   maintain  a  high 
standard  and  a  cost  effective  operation.  This 
standard  is  not  acceptable  at  level  II. 

NEONATMi  SPECIAL  CARE  UNITS 

Most  nonurban  level  II  units  in  Texas  do  not  have  15  beds. 
They  deliver  a  high  standard  cost  effective  service.  This 
standard  is  not  acceptable  at  level  II. 

RECOMMENDED  AMENDMENT  TO  SECTION  1501.    (b)    (2).  This 
section  should  be  amended  to  read: 

a  statement  of  national  health  planning  goals 
developed  after  consideration  of  the  priorities, 
set  forth  in  Section  1502. 

And  delete: 

...  which  goals,  to  the  maximum  extent  practicable, 
shall  be  expressed  in  quantitative  terms. 

The  removal  of  the  term  quantitative  would  then  allow  local 
and  state  health  planning  agencies  to  develop  their  own 
quantitative  standards  without  the  necessity  of  defending 
exceptions  from  national  standards. 

ACCOUNTABILITY  OF  THE  DEPARTMENT  OF  HEALTH,  EDUCATION, 
AND  WELFARE 

Accountability  of  DHEW  and  promulgating  rules,  and  regulations 
and  guidelines  could  be  insured  by  several  modalities. 

(1)  Ratification  of  guidelines  by  the  appropriate 
committees  of  the  House  and  Senate 

(2)  Approval  of  the  guidelines  by  the  House  anJ/or 
Senate . 

(3)  Ratification  of  guidelines  with  the  state 
legislators. 


26-219  O  -  78  -  pt.  1  -  48 
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(4)     Approval  of  the  guidelines  by  the  governors 
of  the  individual  state. 

III.  COMPOSITION  OF  THE  GOVERNING  BOARD 

<1)     Broadly  representative.        Congress  should 
for  once  and  for  all  define  the  term 
"broadly  representative". 

(a)  This  subcommittee  has  in  the  past 
expressed  that  'broadly  representative" 
does  not  mean  proportional,  and  that 
Congress  has  no  intent  to  set  quotas. 

(b)  The  Fifth  Circuit    Court  of  Appeals 
on  September  23,  1976  in  the  suit 
Texas  Acorn  versus  Texas  Area  5 
HSA,  Joseph  Calif ano,  the  Secretary 

of  DHEW,  Floyd  Norman,  Regional  Health 
Administrator,  made  the  following 
specific  points: 

(1)  "broadly  representative"  does  not  mean 
proportional  representation. 

(2)  Congress  had  no  intent  to  set  quotas. 

(3)  The  setting  of  quotas  might  hinder  the 
implementation  of  the  Act. 

(4)  One  class  may  actually  represent  another 
class  although  it  is  not  a  member  of  the 
class  which  it  represents. 

CONGRESS  AND  HEW,  should  tract  the  decision  of  the  Fifth 
Circuit  Court  of  Appeals. 

IV.  CAPITAL  COST  CONTAINMENT 

(1)  All  factors  causing  the  escalating  cost  of  medical 
care  should  be  considered. 

(2)  This  coimnittee  should  specifically  consider  those 
factors  relating  to  congressional  acts  and 
departmental  regulation  over  which  the  local  area 
has  no  control . 

(3)  The  method  of  cost  reimbursers,  of  reimbursing 
institutions  at  less  than  cost,  should  be  addressed. 

(4)  Methods  of  encouraging  ambulatory  fee  for  service 
medical  care  should  be  addressed. 

(a)  All  third  party  reimbursers  should  reimburse 
for  ambulatory  care  services. 

(b)  Consideration  of  issuing  tax  credits  for 
development    of  fee  for  service  ambulatory 
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care  facilities  should  be  considered. 

(c)  Tax  incentives  for  a  limited  period  of 
time  should  be  looked  at  as  a  means  of 
encouraging  the  development  of  new 
medical  practices  and  manpower  shortages 
in  rural  areas. 


V.       BIOMEDICAL  RESEARCH  AND  TRAINING 

Under  no  circumstances  should  medical  schools  and  health  science 
centers  have  their  research    and  training  facilities  subject  to 
National  Guidelines  or  to  additional  local  planning  agency  review, 
further  than  that  already  being  performed  in  specified  programs. 


^uis  E.  Gibson,  M.D.,  F.A.C.S. 

Chairman 


LEG/bb 
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Mr.  Rogers.  Thank  you  so  much,  Dr.  Gibson,  for  your  helpful  tes- 
timony. We  do  have  a  call  to  the  floor.  Are  there  any  questions  at 
this  moment  ? 

Mr.  Carter.  I  certainly  want  to  thank  Dr.  Gibson  for  his  fine 
testimony.  As  I  understand  you  have  a  practice  there  and  you  have 
a  satellite  facility  ? 

Dr.  Gibson.  Yes,  sir. 

Mr.  Carter.  I  want  to  commend  you  on  that.  You  have  physicians 
in  those  satellite  areas  ? 

Dr.  Gibson.  We  do  and  they  belong  to,  and  participate  in  the 
profits  of,  the  main  organization,  the  medical  clinic. 

Mr.  Carter,  may  I  ask  you  to  review  the  testimony  that  we  have 
prepared  on  specific  actions  that  congress  might  take  in  the  way  of 
legislation  to  encourage  the  development  of  ambulatory  care  delivery 
services  that  will  not  require  infusion  of  Federal  capital  but  stimulate 
the  infusion  of  private  capital  in  the  hundreds  of  millions  of  dollars 
of  infusion  capital  that  is  going  to  be  required  to  develop  an  am- 
bulatory care  system  adequate  to  handle  the  patient  flow  if  we  divert 
from  the  hospital  baSe  system  which  we  must  do. 

Mr.  Rogers.  Thank  you. 

Mr.Satterfield? 

Mr.  Satterfield.  Mr.  Chairman,  I  would  like  to  say  that  I  hope 
that  you  also  will  receive  the  proposed  amendments  that  are  going 
to  be  sent  by  HEW.  So  far  as  interaction  with  other  legislation  is 
concerned  I  would  like  to  invite  your  attention  to  two  of  the  amend- 
ments which  I  understand  will  be  proposed.  They  relate  to  HMO's 
and  the  exclusion  of  HMO's  under  the  cost  containment  legislation 
pending  before  us  and  what  that  might  mean  to  the  private  practice 
of  medicine  and  to  the  continuation  of  private  facilities. 

Thank  you,  sir,  for  being  here. 

Mr.  Rogers.  The  committee  stands  in  recess  for  10  minutes.  When 
we  come  back  we  will  hear  Mr.  Wayne  Pressel,  an  attorney  for  the 
Georgia  Legal  Services,  Mr.  William  Mitchell,  a  consumer,  Atlanta, 
Ga.,  Mrs.  Mellissa  Greene,  paralegal,  Georgia  Legal  Services,  and 
Mr.  Russ  Henderson  a  consumer. 

Thank  you  for  being  here.  If  those  witnesses  will  take  their  place 
at  the  table  we  will  begin  as  soon  as  we  can  return  from  the  vote. 
The  committee  is  in  recess  for  10  minutes. 

[Brief  recess.] 

Mr.  Rogers.  The  subcommittee  will  come  to  order,  please.  We  ap- 
preciate the  patience  of  the  witnesses  bearing  with  the  committee  to 
this  late  hour.  All  of  your  statements  will  be  made  a  part  of  the 
record  in  full.  If  you  will  highlight  the  points  you  think  necessary  for 
the  committee  to  hear,  the  committee  will  appreciate  it. 

You  may  proceed. 
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STATEMENTS  OF  EVE  BISKIND,  GEORGIA  LEGAL  SERVICES  PRO- 
GRAMS; WILLIE  P.  MITCHELL,  CONSUMER,  NEWNAN,  GA.; 
MELISA  GREENE,  PARALEGAL,  GEORGIA  LEGAL  SERVICES 
PROGRAMS;  RUSSELL  HENDERSON,  CONSUMER,  NEW  ORLEANS, 
LA.;  AND  WAYNE  PRESSEL,  GEORGIA  LEGAL  SERVICES 
PROGRAMS 

Ms.  BiSKiND.  Thank  you  very  much,  Mr.  Chairman,  for  your  pa- 
tience at  the  end  of  a  long  day.  We  are  a  group  from  the  southeast 
United  States  who  have  come  here  to  say  that  there  are  many  prob- 
lems with  the  act  the  way  it  currently  is.  The  HSA  system,  the  way 
it  is  currently  set  up,  simply  is  not  working  the  way  Congress  in- 
tended it  to. 

Willie  Mitchell  is  a  low  income  consumer  from  Newnan,  Ga.,  a 
client  of  mine.  Wayne  Pressel  is  an  attorney.  Melissa  Greene  is  a 
paralegal  from  Savannah,  Ga.  Russ  Henderson  is  a  consumer  board 
member  from  New  Orleans. 

I  think  they  will  all  say  things  to  you  today  that  will  show  that 
there  are  numerous  problems  with  the  act  and  things  are  not  nearly 
so  rosy  as  perhaps  they  have  been  painted  by  people  who  have  pre- 
viously testified  before  this  subcommittee. 

STATEMENT  OF  WILLIE  MITCHELL 

Mr.  Mitchell.  Mr.  Chairman  and  members  of  this  committee, 
my  name  is  Willie  P.  Mitchell.  I  am  57  years  old.  I  was  born  in 
Coweta  County,  Ga.,  and  live  in  a  little  city  called  Newnan,  Ga.,  the 
city  of  homes. 

I  hope  that  what  I  have  to  say  to  you  today  about  health  care  in 
my  community  and  surrounding  communities  in  which  I  have  been 
involved  will  help  you  to  make  your  decision  on  participation  of  the 
poor  on  these  HSA  boards. 

Mr.  Chairman,  I  am  a  volunteer  worker  for  the  Welfare  Depart- 
ment which  carries  medicaid  patients  from  Newnan  to  Atlanta,  to 
La  Grange,  to  Griffin  and  the  surrounding  counties  to  get  a  doctor 
to  be  admitted  to  the  hospital.  We  only  have  about  two  doctors  there 
which  accept  medicaid. 

Now,  we  have  a  clinic  there  with  all  the  best  doctors,  which  is 
called  Pap  Clinic,  but  Pap  Clinic  does  not  accept  medicaid.  Medicaid 
is  for  people  with  incomes  of  about  $141  a  month  for  a  family  of 
four. 

I  came  here  to  ask  for  your  support  for  these  low-income  people. 
I  might  say  poor  people.  Sometimes  when  you  say  poor  people, 
people  kind  of  get  angry  with  you.  I  cannot  help  saying  that  because 
I  am  poor  myself. 


748 


Mr.  Chairman,  what  we  need  is  some  concrete  steps  taken  in  our 
North-Central  Georgia  HSA  to  insure  public  participation,  to  insure 
that  poor  people  represent  themselves. 

Mr.  Chairman,  I  have  seen  firsthand  people  who  were  poor  that 
could  not  pay  a  doctor  and  were  turned  away  from  a  doctor's  office. 
I  have  seen  this. 

I  have  also  seen  people  go  into  the  emergency  room  of  the  hospital 
and  call  for  a  doctor.  In  one  case  this  doctor  told  a  young  lady — I 
have  her  affidavit — "If  you  have  $30  I  will  come  to  the  hospital  to 
see  you."  I  had  to  bring  her  back  home  without  seeing  a  doctor.  This 
young  girl  is  pregnant.  She  is  about  7  months,  something  like  that, 
and  she  does  not  have  a  doctor. 

Then  I  went  back  to  the  welfare  office  to  try  to  see  what  I  could  do 
for  this  young  lady.  They  could  not  give  her  anything  to  pay  the 
doctor.  So,  we  have  what  we  call  in  Coweta  County  a  health  office,  a 
clinic.  They  have  been  doing  some  improving  but  it  is  not  up  to  date. 
But  they  saw  her  there. 

So  I  would  like  to  tell  you  about  what  HSA  has  done.  We  have 
two  hospitals  there,  Mr.  Chairman.  One  is  Coweta  General  which 
serves  the  total  community.  The  other  one  is  Newnan  Hospital, 
which  serves  only  white  people. 

Newnan  Hospital  put  in  a  request  for  renovation  funds,  about 
$2,000,000.  Coweta  General,  which  serves  the  total  community,  put 
in  for  renovation  for  about  $900,000.  HSA  voted  and  approved  both 
of  these  requests,  although  the  Newnan  Hospital  does  not  serve  the 
total  community,  does  not  serve  black  people.  The  Newnan  Hospital 
also  used  Coweta  General  medical  equipment,  such  as  nuclear  medi- 
cine, that  I  do  not  think  they  have  at  Newnan  Hospital. 

If  I  and  many  more  poor  people  in  that  community  had  been  on 
that  board,  we  would  have  disapproved  Newnan  Hospital.  We  would 
not  have  voted  for  it.  We  would  have  disapproved  it  because  I,  and 
I  am  speaking  for  a  lot  of  people  like  me,  want  to  see  all  people  get 
the  best  of  medicine. 

We  would  like  for  this  committee  to  tell  Congress  to  give  the  poor 
people  a  chance  and  let  us  show  what  we  can  do.  We  have  some  good 
minds  in  our  poor  community.  We  know  what  it  is  all  about.  We 
know,  we  live  there.  I  am  in  contact  with  it  every  day  of  my  life.  We 
want  a  chance  to  serve  on  these  HSA  boards  and  be  a  part  of  this 
program  and  make  it  a  great  program. 

Mr.  KoGERS.  Thank  you  very  much,  Mr.  Mitchell,  for  a  very  help- 
ful statement. 

STATEMENT  OF  MELISSA  GREENE 

Ms.  Greene.  Thank  you  for  your  time  this  afternoon.  I  am  Melissa 
Green.  I  have  been  a  paralegal  with  Georgia  Legal  Services  in  Sa- 
vannah for  the  last  2%  years.  In  the  last  year  I  have  been  working 
with  a  grass  roots  organization  called  Coastal  Health  Action  Group. 
I  want  to  respond  to  some  of  the  testimony  that  was  given  to  the 
committee  on  Monday  by  the  Southeastern  Association  of  HSA  Ex- 
ecutives. 

Their  publication,  "Progress  through  Participation,"  gives  the  im- 
pression that  in  the  southeast  consumers  and  providers  are  working 
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together  to  change  the  share  of  the  health  care  system,  to  reduce  costs, 
and  to  provide  for  greater  access. 

My  experience  has  been  in  the  southeast  Georgia  HSA,  one  of  the 
seven  in  Georgia.  I  must  say  for  our  area  that  the  impression  that 
this  book  gives  is  a  false  one.  I  live  and  work  in  downtovvn  Savannah, 
which  has  the  greatest  concentration  of  poor  and  black  and  elderly 
and  disabled  people  in  the  whole  region. 

From  my  observation  the  access  problems  have  not  changed  at  all 
in  the  few  years  HSA  has  been  there.  The  people  are  not  included 
in  the  planning  process. 

Like  Mr.  Mitchell,  I  have  seen  examples  of  people  denied  health 
care.  There  are  hospitals  in  our  region  that  will  not  treat  people 
until  they  have  money  up  front,  which  means  if  you  go  to  the  emer- 
gency room  and  you  do  not  have  the  money  they  will  turn  you  away 
We  have  talked  to  young  girls  and  that  would  mean  giving  birth  to 
babies  in  shacks,  for  example.  We  have  affidavits  on  that. 

The  description  in  this  publication  is  sheer  fantasy.  In  our  area 
most  of  the  consumers  are  still  outsiders  to  the  health  planning 
process.  A  few  consumers  have  been  able  to  storm  the  fortress  of  the 
health  planning  and  have  gotten  elected  to  the  board  of  the  HSA. 
But  even  those  consumers  feel  confused  and  uneducated  and  intimi- 
dated by  the  providers  on  the  board.  Meanwhile  the  providers  in  our 
area  seem  to  be  engaged  in  wars  of  expansion.  There  is  not  much 
cooperation  happening. 

I  want  to  give  one  example  of  an  issue  in  our  area  that  came  before 
the  HSA  board  last  year.  It  was  an  opportunity  for  the  HSA  board 
to  approve  a  facility  for  downtown  Savannah  that  would  immediately 
benefit  the  needs  of  the  high  health-risk  population  groups  in  down- 
town Savannah.  But  the  board  refused  to  act  on  it. 

In  the  fall  of  1976  a  public  health  clinic  was  proposed  by  the 
United  Way  people  in  Savannah  to  serve  the  downtown  population. 
All  the  HSA  was  asked  to  do  in  this  case  was  to  request  designation 
by  HEW  of  the  downtown  Savannah  area  as  medically  underserved. 

I  should  briefly  describe  the  population  of  downtown  Savannah.  It 
has  a  population  of  about  55,000;  nearly  half  the  people  are  poor, 
nearly  13  percent  are  elderly.  In  the  whole  downtown  area  there  are 
only  five  doctors  that  are  accepting  new  medicaid  patients. 

There  is  a  downtown  hospital,  but  it  is  planning  to  move  in  the 
near  future,  which  will  leave  downtown  without  patient  facilities  or 
an  emergency  room  or  inpatient  facility.  That  hospital  relocation 
will  take  doctors  and  services  with  it  out  of  the  area. 

There  is  a  county  indigent  care  clinic,  but  it  takes  an  hour  to  reach 
by  bus.  Downtown  Savannah  meets  the  criteria  for  medically  under- 
served. 

A  few  months  after  this  issue  was  raised  in  the  HSA,  the  Federal 
Register  listed  downtown  Savannah  as  one  of  the  areas  in  the  country 
meeting  that  designation  of  medically  underserved. 

The  HSA  board  refused  to  approve  this  designation.  Starting 
from  October  1976  until  April  1977  they  repeatedly  tabled  the  motion. 
There  were  medical  society  members  on  the  board  of  the  HSA.  Some 
of  them  were  doctors  with  private  practices  or  large  medicaid  prac- 
tices in  downtown  Savannah.  They  were  influential  with  the  board 
and  kept  killing  the  proposal  every  time  it  came  up. 
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At  one  of  the  meetings  I  went  with  some  of  the  people  from  the 
legal  services  staff  and  we  took  affidavits  we  had  obtained  from  people 
who  lived  downtown,  pleading  with  the  board  to  consider  this  clinic 
proposal.  In  response  to  that,  the  board  appointed  a  task  force  com- 
mittee to  look  into  the  proposal.  They  appointed  as  chairman  of  that 
committee  one  of  the  private  doctors  with  a  practice  in  downtown 
Savannah. 

So  we  were  not  optimistic  about  the  findings  of  that  task  force. 
Finally,  in  April  of  1977  the  board  met  to  consider  rejecting  the  pro- 
posal altogether.  But  then  the  group  I  mentioned,  the  Coastal  Health 
Action  Group,  had  organized  and  mobilized  60  people  who  went  down 
to  the  executive  board  meeting  in  a  demonstration  of  their  support 
for  the  clinic. 

The  group's  attorney  made  a  presentation  to  the  board,  for  the  first 
time  explaining  what  the  criteria  for  medically  underserved  were 
and  the  fact  that  downtown  appeared  to  meet  them.  At  that  meeting 
the  consumer  board  members  understood  what  was  happening,  and  the 
vote  changed. 

During  all  that  time  no  outside  opinion  had  been  solicited.  The 
people  in  downtown  Savannah  had  not  been  asked  to  give  their  opin- 
ion on  the  clinic.  It  was  obviously  in  response  to  our  presence  there 
and  to  the  public  attention  we  brought  to  focus  on  that  issue  that  we 
got  any  action  at  all. 

I  tell  this  story  to  demonstrate  that  consumers  and  especially  poor 
people  are  aware  of  the  Planning  Act  and  also  are  aware  that  their 
involvement  in  it  is  critical,  that  it  can  be  the  difference  between 
getting  services  and  not  getting  services.  I  believe  that  the  consumer 
decisions  will  tend  to  be  cost  containing  and  will  address  the  need  of 
the  underserved  community  but  that  the  groups  that  have  tradition- 
ally been  in  control  of  the  planning  process  are  reluctant  to  give  up 
that  authority. 

So  I  am  urging  the  Congress  to  try  to  strengthen  the  legislation, 
to  strengthen  the  support  that  consumers  are  given,  both  to  get  into 
the  planning  process  and  to  help  protect  the  input  once  they  are 
within  the  system. 

Mr.  Rogers.  Thank  you  very  much,  Ms.  Greene. 

STATEMENT  OE  RUSSELL  HENDERSON 

Mr.  Henderson.  I  am  Russ  Henderson.  I  am  a  consumer  member 
of  the  New  Orleans  Bayou  Area  Health  Systems  Agency  which  is  a 
self -selecting,  self-perpetuating  board. 

My  major  concerns  are  cost  containment  and  equal  access  to  health 
care.  My  HSA  comprises  11  parishes,  or  counties,  of  the  greater  New 
Orleans  area.  It  has  a  5.7  per  thousand  bed  population.  Today  con- 
sumers and  the  Federal  Government  are  expending  approximately 
$135  million  for  2,200  unused  beds,  and  that  is  a  conservative  estimate. 
This  figure  will  continue  to  grow  as  long  as  my  HSA  continues  to 
approve  these  hospital  beds. 

As  I  have  said,  I  am  also  interested  in  access.  I  would  like  to  ad- 
dress my  remarks  to  that.  To  exemplify  our  inability  to  achieve  the 
goals  of  access  in  our  HSA,  I  would  like  to  point  out  that  the  Office 
of  Civil  Rights  under  title  VI  of  the  1964  Civil  Rights  Act  has 
issued  letters  of  findings  to  four  hospitals  in  our  HSA  saying  that 
they  are  charging  them  with  racial  discrimination. 


751 


I  will  not  go  into  all  the  particular  figures,  but  the  aggregate  figure 
for  those  four  hospitals  is  53,191  patients  in  all  four  of  those  hospitals. 
Out  of  that  total,  2,822  are  black.  Two  of  those  hospitals  are  located 
in  predominately  black  neighborhoods  in  the  city  of  New  Orleans. 
That  is  about  5.5  percent  of  their  total  population.  The  city  popula- 
tion is  around  50-50,  black  and  white. 

Since  Dr.  Carter  mentioned  Oschner  yesterday  as  an  example  of  a 
hospital  providing  quality  care,  I  would  like  to  point  out  that  of  the 
14,134  admissions  to  Oschner,  according  to  the  Office  of  Civil  Rights 
report,  only  899  of  those  were  black. 

Within  a  5-mile  radius  of  the  hospital  there  are  14,000  blacks. 
Only  1.7  percent  of  those  14,000  who  received  hospital  care  went  to 
Oschner.  To  quote  the  findings  of  the  OCR  report,  the  facts  indicate 
that  harm  was  suffered  by  the  blacks  because  of  the  underutilization 
by  blacks  of  the  Oschner  Foundation  Hospital. 

There  are  no  black  interns  or  residents,  no  blacks  on  the  board  of 
trustees.  No  attempt  was  made  to  inform  medicaid  patients  of  poten- 
tial access  to  Oschner  Foundation  Hospital,  so  only  53  of  that  14,000 
admission  figure  were  medicaid.  There  are  approximately  85,000 
people  in  the  area  who  are  participating  in  medicaid. 

In  a  few  days  our  board  will  be  considering  an  application  from 
West  Jefferson  Hospital  for  a  $35  million  expansion  and  renovation. 
West  Jefferson  is  under  investigation  for  Civil  Rights  violations.  I 
am  not  going  to  go  through  the  specific  figures  again  but  they  are 
startling,  also. 

None  of  the  staff  review  or  the  committee  meetings  of  the  HSA 
have  brought  up  this  investigation  of  racial  and  economic  discrimi- 
nation. It  is  absurd  that  a  HSA  can  make  a  final  decision  on  any 
hospital  application  when  there  is  a  pending  title  VI  investigation 
or  when  a  title  VI  report  has  been  made  stating  that  the  hospital 
commits  racial  and  economic  discrimination. 

Our  agency  does  not  collect  adequate  racial  data  for  the  hospitals 
in  our  area.  More  importantly,  there  is  a  lack  of  clarity  in  our  agency, 
and  I  think  with  most  of  the  other  agencies,  on  exactly  what  the  role 
of  the  HSA  is  in  light  of  title  VI  of  the  Civil  Rights  Act. 

HEW  has  not  addressed  this,  and  clarification  from  the  Congress 
in  this  area  would  be  of  particular  importance. 

I  have  consistently  referred  to  medicaid  statistics.  They  have  great 
relevance  since  in  Louisiana  approximately  80  percent  of  all  persons 
participating  in  the  medicaid  program  are  black.  Thus,  denying 
access  by  medicaid  patients  constitutes  denial  based  on  race  and 
economic  status  which  is  contrary  to  the  Planning  Act  and  title  VI. 

I  am  encouraged  by  the  proposed  amendment  to  section  1534(c)  (2) 
that  mandates  backup  centers  for  HSA's.  I  think  it  is  particularly 
important  that  consumer-oriented  board  members,  low-income  con- 
sumers and  their  representatives,  have  the  technical  skills  necessary 
to  tackle  the  problems  of  access  to  health  care. 

Our  testimony  lists  on  pages  12, 14,  and  22  specific  recommendations 
concerning  access  to  medical  care.  I  would  hope  that  you  would  look 
at  these  recommendations  and  give  the  HSA's  the  guidance  that  they 
need  to  be  able  to  deal  specifically  with  the  problem  of  access  to 
health  care. 

Thank  you  very  much. 

Mr.  Rogers.  Thank  you  very  much,  Mr.  Henderson,  for  your  state- 
ment. 
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STATEMENT  OF  WAYNE  PRESSEL 

Mr.  Pressel.  Mr.  Chairman  and  Dr.  Carter,  I  will  make  my  remarks 
brief  and  to  the  point.  My  name  is  Wayne  Pressel.  I  am  a  lawyer  in 
Atlanta,  Ga.  For  6  years  I  practiced  with  Georgia  Legal  Services  and 
devoted  a  great  deal  of  that  time  to  health  law  issues. 

During  the  past  year  I  have  also  been  lead  counsel  in  the  case  of 
Rakestraw  v.  Calif ano^  a  law  suit  in  Federal  court  in  Georgia  chal- 
lenging both  the  selection  processes  and  the  board  composition  of  each 
HSA  in  the  State. 

Mr.  Mitchell  is  one  of  the  named  plaintiffs  and  my  client  in  that 
case.  You  have  heard  testimony  from  Mr.  Mitchell  as  to  the  situation 
in  health  care  in  Coweta  County  and  the  surrounding  area  and  the 
failure  and  refusal  of  the  HSA  to  deal  with  it. 

You  have  heard  from  Melissa  Greene  about  her  experience  in 
Savannah  with  provider  domination  of  the  HSA  there  and  the  diffi- 
culties of  consumers  in  having  access  to  any  policymaking  surround- 
ing the  Public  Health  Service  Clinic  there. 

You  have  heard  from  Russ  Henderson  concerning  the  access  prob- 
lems and  racial  discrimination  that  run  rampant  in  New  Orleans. 

In  all  three  of  these  situations  we  seem  to  find  two  common  prob- 
lems. These  are  problems  which,  I  believe,  this  subcommittee  and 
Congress  need  to  address. 

The  first  problem  is  that  of  provider  domination.  It  is  a  natural 
situation  of  health  care  in  this  country  that  consumers  simply,  by 
the  way  things  are  operated,  do  not  have  the  ability  to  have  full, 
equal,  and  meaningful  participation  in  health  care  planning. 

The  second  problem  which  I  think  this  committee  needs  to  face  is 
the  repeated  failure  and  refusal  of  HEW  to  address  the  problems 
that  it  faces.  That  HEW  has  not  issued  any  regulations  dealing  with 
board  composition  or  the  selection  process  beyond  simply  parroting 
the  statute,  is  unf orgiveable. 

That  as  far  as  HEW  has  gone  was  to — I  think  it  was  in  October 
1976 — put  out  some  draft  guidelines  that  were  never  implemented  is 
something  that  this  committee  can  not  overlook.  The  fact  that  HEW 
has  not  to  this  day,  although  it  has  long  promised  to  do  so,  issued 
any  regulations  to  clarify  or  to  make  more  concrete  the  rights  and 
powers  of  consumers  is  something  that  this  committee  needs  to  ad- 
dress. 

For  example,  I  think  it  fits  very  well  with  Mr.  Mitchell's  testimony 
that  I  submitted  to  HEW  on  the  reapplication  for  conditional  desig- 
nation by  the  North  Central  Georgia  HSA,  documents  and  proof 
that  many  indirect  providers  were  sitting  on  the  board  of  the  HSA 
as  consumers  and  with  undoubted  proof  of  the  illegal  composition  of 
the  board  under  anyone's  configuration  of  law. 

HEW  chose  to  do  nothing,  chose  not  to  investigate.  They  did  not 
even  contact  any  of  the  people  making  the  allegations  but  simply 
went  ahead  and  approved  for  further  conditional  designation  the 
grant  of  the  North  Central  Georgia  HSA. 

Simply  put,  I  think  the  situation  is  that  this  committee  and  this 
Congress  cannot  rely  on  the  natural  situation  between  providers  and 
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consumers  to  work  in  an  effective  and  meaningful  way  to  increase 
quality  of  health  care  and  bring  about  all  cost  containment  that  is 
reasonable. 

I  think  it  is  equally  clear  that  this  committee  cannot  rely  on  the 
Department  of  Health,  Education  and  Welfare  to  implement  the 
designs  and  purposes  of  the  Act.  It  is  clear  to  me  that  the  leadership 
and  the  responsibility  for  the  altering  of  the  health  care  system  in 
this  country  is  squarely  before  this  committee  and  squarely  before 
the  Congress. 

If  this  committee  and  this  Congress  does  not  take  the  leadership, 
if  it  does  not  clarify  the  situation,  if  it  does  not  give  consumers  the 
rights  and  powers  and  mechanisms  to  seek  those  rights  and  powers, 
then  the  Act  is  going  to  remain  as  meaningless  and  unfulfilled  as  it 
is  today. 

And  1  year,  2  years  or  10  years  from  now  you  will  hear  of  the 
same  tragedies  from  the  South  and  from  virtually  every  State  in  this 
country. 

I  appreciate  your  attention. 

[Testimony  resumes  on  p.  875.] 

[The  prepared  statement  of  the  Legal  Services  Clients  is  as  fol- 
lows :] 
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TESTIMONY  ON  BEHALF  OF 
LEGAL  SERVICES  CLIENTS 
BEFORE  THE 

SUBCOMMITTEE  ON  HEALTH  AND  THE  ENVIRONMENT 
OF  THE 

HOUSE  COMMITTEE  ON  INTERSTATE  AND  FOREIGN  COMMERCE 
FEBRUARY  1,  1978 
REGARDING 

THE  HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT  AMENDMENTS  OF  1978 

(H.R.  10460) 
AND 

TITLE  III  OF  THE  HOSPITAL  COST  CONTAINMENT  ACT  OF  1977 
(H.R.  9717) 


Presented  by: 
Georgia  Legal  Services 
Atlanta  Legal  Aid  Society 
New  Orleans  Legal  Assistance  Corporation 
National  Health  Law  Progreun 
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SUMMARY  OF  TESTIMONY  BY  THE  GEORGIA  LEGAL  SERVICES  PROGRAM,  ATLANTA 
LEGAL  AID  SOCIETY,   NEW  ORLEANS  LEGAL  ASSISTANCE  CORPORATION,  AND 
NATIONAL  HEALTH  LAW  PROGRAM 

The  poor  have  traditionally  been  excluded  from  the  health 
planning  process.     Although  low-income  people  have  a  vital  interest 
in  securing  accessible  quality  health  care  at  a  reasonable  cost, 
they  have  once  again  been  denied  the  opportunity  to  participate 
in  decision-making.   'Congress  sought  to  establish  in  the  National 
Health  Planning  and  Resources  Development  Act  a  consumer-oriented 
planning  process  with  the  benefit  of  input  from  the  poor.  To 
date,  this  goal  has  not  been  achieved. 

This  testimony  is  presented  on  behalf  of  low-income  clients 
represented  by  legal  services  attorneys  across  the  country  pursuant 
to  45  C.F.R.  §1612.4.     It  was  prepared  on  the  basis  of  consultations 
with  legal  services  clients,  paralegals,  attorneys,  and  health 
planners  in  40  states.     The  testimony  demonstrates  how  partici- 
pation by  low-income  consumers  has  been  frustrated  and  suggests 
proposals  to  enable  the  legislation  to  achieve  "equal  access  to 
quality  health  care  at  a  reasonable  cost." 

Willie  Mitchell  is  a  low-income  disabled  black  man  who 
lives  in  rural  Georgia.     He  is  an  advocate  for  the  poor  in  his 
community.     He  has  seen  the  consequences  of  decisions  made  by 
improperly  constituted  HSA  boards  on  the  poor.     In  Mr.  Mitchell's 
hometown,  as  in  many  other  area  of  the  country,  unrepresentative 
boards  have  approved  expansion  of  private  institutions  which  offer 
little  or  no  service  to  the  surrounding  poor  and  minority  commu- 
nities.    These  consequences  could  be  avoided  by  reconstituting 
HSA  boards  in  a  trtoly  representative  manner. 
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Russell  Henderson  is  a  consumer  board  member  of  the  HSA  in 
Southeastern  Louisiana.     The  median  family  income  in  the  health 
service  area  is  under  $15,000.     To  comply  with  the  "broadly  repre- 
sentative" requirement  of  the  Act,   7  of  the  consumer  members  on 
the  Executive  Committee  should  have  incomes  below  $15,000.  Only 
1  does,  however. 

The  eleven  parishes  in  the  Southeastern  Louisiana  health 
service  area  contain  far  too  many  hospital  beds,  but  also  far  too 
few  hospitals  accessible  to  the  poor  and  the  black.    A  hospital 
in  the  health  service  area  recently  applied  for  approval  of  a 
$35  million  expansion.     This  hospital  is  presently  under  inves- 
tigation by  HEW's  Office  of  Civil  Rights  for  racial  discrimina- 
tion.    Despite  the  pendency  of  this  investigation,  the  health 
systems  agency  has  failed  to  consider  the  discriminatory  prac- 
tices of  the  hospital.     Moreover,  the  agency  has  indicated  its 
tentative  approval  for  the  expansion  despite  the  significant 
overbedding  in  the  community.     These  types  of  decisions  could 
be  avoided  if  low-income  persons  had  meaningful  representation 
on  boards. 

Marty  Ellin  is  an  attorney  with  the  Atlanta  Legal  Aid 
Society  who  has  documented  the  inaccessibility  of  current 
health  care  institutions  and  practitioners  to  low-income  con- 
sumers throughout  rural  Georgia.     This  inaccessibility  results 
from  four  main  causes.     First,  geographic  barriers  such  as 
transportation  prevent  access  to  health  services.     Second,  few 
providers  accept  Medicaid;  many  charge  prohibitive  fees  in 
advance  for  th^ir  services.     Third,  poverty  often  prevents 
patients  from  following  treatment  plans  that  include  such 
recommendations  as  prescription  drugs.     Fourth,   fev/  providers 
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are  willing  to  locate  in  rural  areas.     Although  HSAs  are  required 
to  address  these  problems,  most  have  failed  to  fulfill  this 
statutory  obligation. 

Wayne  Pressel  is  a  former  Georgia  Legal  Services  attorney  . 
who  was  actively  involved  in  the  fight  to  increase  consumer 
representation  on  HSA  boards.     In  most  of  the  HSAs  he  investigated, 
providers  were  responsible  for  the  creation  and  perpetuation  of 
self-selecting  and  unaccountable  governing  bodies.    As  a  con- 
sequence, the  disenfranchised  poor  have  been  unable  to  gain 
access  to  the  health  planning  process. 

Anne  A.  Smart  is  a  welfare  and  Medicaid  recipient  from 
Louisiana.     The  HSA  in  her  service  area  has  drafted  a  health 
systems  plan  that  does  not  even  recognize  the  existence  of 
over  100,000  black  sugar  cane  workers  who  live  in  the  area. 
The  plem  also  does  not  address  the  significant  health  problems 
of  this  visible  medically  underserved  population.     Such  defects 
result  directly  from  the  lack  of  significant  low-income  member- 
ship on  the  HSA  governing  body. 

These  experiences  and  the  other  testimony  demonstrate  that 
the  prohibition  on  self-selecting  boards  is  an  important 
starting  point.     It  is  not  sufficient  in  itself,  however,  to 
realize  the  goal  of  truly  representative  HSAs.    Nominating  com- 
mittees may  still  limit  the  representation  of  the  poor  and  medi- 
cally underserved.     Selection  of  members  by  elected  officials 
without  reference  to  the  representativeness  requirement  may 
still  thwart  consumer  involvement. 

Melissa  Greene  is  a  paralegal  with  Georgia  Legal  Services 
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in  Savannah.     Her  work  v;ith  a  grass  roots  organization  demonstrates 
the  possibilities  for  consumer  participation.     Consumer  involvement 
has  been  translated  into  progressive  decisions.  Representatives 
of  underserved  populations  have  even  been  elected  on  the  HSA 
when  an  open  selection  process  has  prevailed.    As  indicated  in 
the  testimony,  this  experience  is  not  an  isolated  one. 

The  need  to  assure  meaningful  consumer  participation  must 
be  addressed  when  Congress  considers  amendments  to  the  National 
Health  Planning  and  Resources  Development  Act.    Meaningful  parti- 
cipation, however,  requires  more  than  mere  representation.  It 
requires  education  and  technical  support.     It  requires  sensible 
scheduling  of  meetings  and  financial  support  to  defray  expenses. 
The  effort  necessary,  however,  is  more  than  justified  by  the 
quality  of  the  result. 

The  need  to  make  health  systems  agencies  accountable  to 
the  community  has  led  to  substantial  litigation.  Litigation 
has  proven  to  be  an  inadeqaute  tool  to  achieve  this  goal,  however. 
HEW  has  been  unwilling  to  fill  this  void  by  taking  steps  to 
approve  only  those  HSAs  which  are  truly  representative  of  the 
population  of  the  health  service  areas .     The  burden  is  now  on 
Congress  to  act.     What  is  at  stake?    The  promise  of  "equal  access 
to  quality  health  care  at  a  reasonable  cost." 


Eve  Biskind  David  F.  Chavkin 

Marcus  B.  Brown,  Jr.  Andy  Schneider 

Georgia  Legal  Services  Program  National  Health  Law  Program 

Marty  Ellin  Jack  Mark  Stolier 

Atlanta  Legal  Aid  Society  New  Orleans  Legal  Assistance 
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ISSUE; 

Representativeness  of  the  governing  body 
PROBLEM; 

Section  210  is  not  adequate  to  insure  that  the  Governing 
Body  and  Executive  Committee  are  truly  representative  of  the 
population  in  the  health  service  area. 
RECOMMENDATION ; 

Amend  section  1512(b) (3) (C) (i)  to  read  as  follows; 
"A  majority  (but  not  more  than  60  per  centum  of  the  members)  shall 
be  residents  of  the  health  service  area  served  by  the  entity  who 
are  consumers  of  health  care  and  who  are  not  (nor  within  the 
twelve  months  preceding  appointment  been)  providers  of  health 
care.     The  composition  of  such  consumer  membership  shall  roughly 
approximate  the  demographic  characteristics  of  the  health  service 
area  with  regard  to  race,  sex,  income,  age,  and  language, 
geographic  areas,  and  shall  include  major  purchasers  of  health 
care  and  at  least  one  representative  of  the  handicapped.  An 
individual  selected  to  represent  a  particular  group  need  not  be 
a  member  of  that  group  only  if  the  Secretary  finds  that  such 
individual  was  selected  by  an  organization  composed  primarily  of 
members  of  that  group  to  represent  its  interests." 
DISCUSSION; 

The  prohibition  on  self-perpetuating  governing  bodies  is  an 
important  step  in  the  direction  of  insuring  consumer  majorities 
that  are  broadly  representative  of  the  consumer  interests  in  the 
health  service  area.     This  prohibition,  however,  will  not  insure 
that  the  consumer  membership  is  truly  representative.     The  survey 
data  includes  a  sample  of  health  systems  agencies  with  governing 
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bodies  that  are  neither  self-perpetuating  nor  representative. 

The  language  "roughly  approximate"  will  insure  representa- 
tiveness but  will  also- allow  limited  variations.     This  will  allow 
health  systems  agencies  to  include,  for  example,  representatives 
of  substantial  racial  populations  that  are  not  sufficiently 
numerous  to  allow  representation  under  a  precise  proportional 
standard. 

The  in^ortance  of  insuring  broad  consumer  representation  has 
been  long  acknowledged  by  Congress  (see,  for  example.  Senate 
Report,  No.  93-1285,   1974  U.S.  Code  Cong.  &  Admin.  News,  7842, 
7885;  Congressional  Record,  House,  December  20,  1974,  p.  41854.) 
While  the  importance  of  consumer  representation  is  accepted, 
the  role  that  it  plays  is  often  forgotten. 

The  presence  of  consumer  representatives  can  insure  that 
consvoner  interests  are  meaningfully  addressed  in  such  important 
functions  as  certificate  of  need  review.     The  testimony  sets 
forth  some  examples  of  the  impact  that  consumer  representation 
can  have  in  insuring  that  such  important  issues  as  access  for 
low-income  consumers  are  considered.     Unfortunately,  the  testimony 
also  points  up  the  effect  that  the  absence  of  consvimer  represen- 
tation can  have  in  formulating  a  health  systems  plan  that  fails 
to  consider  such  important  consumer  concerns  as  access  and  cost 
containment. 
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ISSUE; 

Representativeness  of  health  systems  agency  committees 
PROBLEM; 

Committees  are  often  appointed  by  the  governing  body  which 
are  not  representative  of  the  health  service  area  population. 
RECOMMENDATION ; 

Amend  section  1512(b) (3) (C) (iv)   to  delete  the  phrase 
"of  its  members"  in  addition  to  the  phrase  "to  the  extent 
practicable"  which  section  115  would  delete. 
DISCUSSION; 

Many  health  systems  agencies  utilize  committees  to  perform 
such  important  functions  as  certificate  of  need  review.  Often 
these  committees  include  individuals  who  are  not  members  of 
the  governing  body  or  executive  committee. 

As  currently  provided,  section  1512 (b) { 3) (C) (iv)  would  not 
require  broad  representation  on  such  a  committee  since  it  is 
neither  a  subcommittee  of  the  members  of  the  governing  body  or 
executive  committee  nor  is  it  an  advisory  group.     For  the  same 
reasons  that  section  1512 (b) (3) (C) (iv)   now  requires  represen- 
tativeness, the  requirement  should  be  extended  to  all  committees 
of  the  health  systems  agency. 
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ISSUE; 

Selection  of  governing  body  and  executive  committee 
PROBLEM: 

Section  210  'does  not  prohibit  the  governing  body  or 
executive  committee  from  selecting  nominee  slates.     Section  106 
implies  that  members  must  be  appointed  and  not  elected. 
RECOMMENDATION ; 

Amend  section  1512(b) (3) (D)    (added  by  section  106)  by 
striking  the  word  "appointed"  in  clause  (D) (i)  and  inserting  in 
lieu  thereof  "selected",  and  adding  after  "body,  committee,  or 
entity,"  the  words  "and  shall  prohibit  the  selection  of  nominee 
slates  by  members  of  such  body,  committee,  or  entity." 
DISCUSSION; 

The  mere  prohibition  on  self-perpetuating  boards  does  not 
insure  that  the  selection  process  will  truly  be  open.  Many 
Health  Systems  Agencies  utilize  a  single  slate  of  nominees, 
selected  by  a  committee  of  the  governing  body,  which  may  then 
be  presented  to  elected  officials  for  selection.     In  this  way, 
the  governing  body  maintains  control  over  the  selection  process. 

By  prohibiting  single  slates  of  nominees  consumers  can  gain 
access  to  the  selection  process  in  order  to  insure  that  members 
satisfy  the  requirements  of  section  1512(b)(3)(C). 

Finally,  the  use  of  the  word  "appointed"  in  section  1512 
(b) (3) (D) (i)     seems  to  imply  that  HSAs  are  prohibited  from 
electing  members .     Since  this  was  not  the  intent  of  Congress , 
this  language  should  be  modified. 
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ISSUE; 

Reimbursement  for  consumer  representatives 
PROBLEM; 

Meaningful  consumer  participation  is  often  frustrated  by 
the  need  to  front  expenses  attributable  to  HSA  activities. 
RECOMMENDATION; 

Amend  section  1512(b) (3) (B) (vi)  by  striking  out  "reimburse" 
and  by  inserting  in  lieu  thereof  "reimburse  (or  when  appropriate 
make  advances  to)"  and  by  striking  out  "incurred  in  attending 
meetings  of  the  governing  body"  and  by  inserting  in  lieu  thereof 
",  including  travel,  meals,  and  child  care,  incurred  in  attending 
meetings  of  the  governing  body  and  in  performing  other  agency 
functions . " 
DISCUSSION; 

Many  low-income  consumers  are  unable  to  pay  for  the  costs 
of  participation  in  HSA  activities  despite  the  promise  of 
ultimate  reimbursement  by  the  HSA.    Moreover,  many  of  the  impor- 
tant functions  of  the  HSA  are  performed  not  by  the  governing 
body,  but  by  committees  performing  such  functions  as  certificate 
of  need  review.     Limitation  of  reimbursement  to  governing  body 
meetings  would  therefore  reduce  consumer  particpation  in  im- 
portant activities  of  the  HSA. 

Section  213  therefore  represents  a  step  in  the  right 
direction  in  attempting  to  insure  consumer  involvement.     It  is, 
however,  too  limited  in  its  scope. 
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ISSUE; 

Consumer  resource  staff 
PROBLEM; 

Consumers  often  come  to  the  HSA  without  sufficient  technical 
expertise  or  familiarity  with  medical  jargon  to  allow  meaningful 
participation  in  HSA  functions. 
RECOMMENDATIONS ; 

Amend  section  1512(b)(3)  by  adding  after  subparagraph  (E) 
(added  by  section  213(a))  the  following  new  sxibparagraph: 

" (F)  Each  health  systems  agency  shall  have  a  consumer 
resource  staff  which  is  selected  by  and  accountable  to  consumer 
members  of  the  health  systems  agency.     The  consxamer  resource 
staff  shall  be  sufficient,  in  accordance  with  standards  established 
by  the  Secretary,  to  perform  the  following  functions:   (1)  education 
of  consumer  members  with  regard  to  health  care  and  health  planning; 
(2)  encouragement  and  facilitation  of  involvement  of  consumers  in 
HSA  functions;    (3)  provision  of  technical  assistance  to  consumer 
members;   (4)  attendance  at  and  monitoring  of  board,  subcommittee 
and  advisory  group  meetings;    (5)   review  of  proposed  health  systems 
plans,  annual  implementation  plans,  grants,  contracts,  project 
reviews,  and  certificate  of  need  applications;   (6)  facilitation 
and  review  of  solicitation,  slotting  and  election  of  board 
members;  and  (7)  evaluation  of  the  effectiveness  of  the  health 
systems  agency  in  achieving  its  stated  goals.     In  order  to  carry 
out  these  functions,  each  health  systems  agency  shall  devote  not 
less  than  5  percent  of  its  budget  for  an  identifiable  program  of 
public  education  and  participation. 
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DISCUSSION; 

While  consumers  can  make  valuable  contributions  to  plan 
functions  because  of  their  awareness  of  community  needs  and 
community  interests,   their  meaningful  participation  may  be 
hampered  by  their  unf amiliarity  with  technical  jargon  or  their 
inability  to  synthesize  financial  data.     This  exacerbates  provider 
domination  in  such  important  functions  as  certificate  of  need 
review.  This  problem  is  described  in  the  testimony. 

In  addition,  many  HSAs  have  been  seriously  deficient  in 
attempts  to  encourage  consumer  involvement.     By  insuring  that 
every  HSA  will  have  at  least  one  staff  person  with  these  goals 
as  his/her  sole  concern,  meaningful  consumer  participation  can 
be  insured  in  all  plan  functions. 

Section  213(a)   represents  a  step  in  the  right  direction 
by  attempting  to  insure  adequate  staff  support  to  carry  out 
HSA  functions.     Section  213(a)   does  not  recognize,  however, 
the  superior  position  that  providers  have  with  regard  to  access 
to  technical  expertise  and  facility  with  medical  terminology 
and  financial  data. 
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ISSUE;  ^ 

Appropriateness  review  -  standards 
PROBLEM; 

Existing  law  does  not  explicitly  provide  the  standards 
that  should  be  applied  in  conducting  appropriateness  review. 
RECO>LM£NDATIOI^: 

Amend  section  1513(g)  by  adding  at  the  end  thereof  the 
following  new  subparagraph; 

"(3)   In  making  the  appropriateness  review  required  by 
paragraph  (1) ,  each  health  systems  agency  shall  address  at  a 
minimum  issues  of  need,  geographic  accessibility,  economic 
accessibility,  physical  accessibility,  financial  viability, 
costs  and  charges  to  the  public,  quality  of  service  provided, 
and  compliance  with  applicable  requirements  of  federal  law 
prohibiting  discrimination  on  the  basis  of  race,  color,  national 
origin,  sex,  age,   indigency,  source  of  payment,  or  disability." 
DISCUSSION; 

There  is  a  need  to  establish  criteria  to  guide  health 
systems  agencies  in  conducting  appropriateness  review.  The 
appropriateness  of  a  health  service  should  be  considered  in 
light  of  such  factors  as  the  accessibility  of  the  health  services 
to  low-income  consumers.     This  in  turn  should  include  such 
criteria  as  the  geographic  accessibility   (in  light  of  the 
availability  of  public  transportation) ,  economic  accessibility 
(whether  or  not  the  facility  accepts  Medicaid  or  Medicare  or 
provides  charity  care) ,   and  physical  accessibility   (whether  an 
existing  facility  has  been  modified  to  permit  access  for  the 
handicapped) . 
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ISSUE; 

Criteria  for  review  -  quality  of  care 
PROBLEM; 

Present  criteria  do  not  allow  the  health  systems  agency  and 
State  agency  to  consider  the  record  of  the  applicant  in  providing 
quality  of  care. 
RECOr^lMENDATION ; 

Amend  section  1532(c)   by  adding  subparagraph   (12)   to  read 
as  follows: 

"(12)     In  the  case  of  existing  facilities  or  services,  the 
quality  of  care  provided  by  the  facility  or  service  in  the  past." 
DISCUSSION; 

Section  1502(6)   establishes  as  a  national  health  priority  to 
achieve  needed  improvements  in  the  quality  of  health  services. 
Section  1513(a)(2)   similarly  establishes  as  a  function  of  the 
health  systems  agency  to  increase  the  quality  of  health  services. 

In  light  of  these  stated  goals,   it  would  be  incongruous  to 
award  a  certificate  of  need  to  a  facility  that  has  been  providing 
substandard  care  in  the  past  so  that  it  can  provide  expanded  sub- 
standard care  in  the  future.     Section  123  includes  quality  of  care 
as  a  criterion  of  appropriateness  review  for  this  reason.  Health 
systems  agencies  that  have  attempted  to  include  quality  of  care 
as  a  criterion  in  certificate  of  need  review,  however,  have  been 
largely  unsuccessful.    (See  testimony  of  Catherine  McBride.) 

Health  systems  agencies  are  required  by  section  1513(d)  to 
coordinate  their  activities  with  professional  standards  review  organ- 
izations in  the  health  service  area.     This  will  insure  that  there  is 
not  duplication  of  efforts  and  that  the  findings  of  the  PSRO  and 
other  evidence  will  be  utilized  in  the  health  planning  process. 
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ISSUE; 

Criteria  for  review  -  accessibility 
PROBLEM; 

Certificate  of  need  criteria  do  not  adequately  address  the 
geographic,  physical,  and  economic  accessibility  of  the  proposed 
health  service,  institution,  or  facility. 
RECOMMENDATION: 

Amend  section  1532(c)  by  adding  subparagraph  (10)  to  read 
as  follows: 

"(10)     The  geographic,  physical,  and  economic  accessibility 
of  the  health  services  proposed  to  be  provided  to  low-income  and 
minority  persons  and  women." 
DISCUSSION; 

The  denial  of  access  to  low-income  and  minority  persons  has 
been  a  focus  of  increasing  concern  recently.     (This  problem  and 
and  report  of  the  Congressional  Budget  Office  docvimenting  its 
extent  are  discussed  in  the  testimony.)      While  health  care  costs 
have  continued  to  rise  at  an  alarming  rate,  this  has  been  accom- 
panied by  an  increasing  recognition  that  many  individuals  do  not 
have  access  to  basic  health  care.     In  many  communities,  women  are 
subject  to  such  restrictions  as  sterilization  requirements  before 
providers  are  willing  to  provide  treatment.     In  many  other  commun- 
ities, such  basic  services  as  obstetric  and  gynecological  services 
are  simply  unavailable  under  any  circumstances. 

Congress  established  as  one  of  the  functions  of  the  health 
systems  agency  to  increase  the  accessibility  of  health  services 
in  section  1513(2).     Certificate  of  need  and  section  1122  review 
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are  therefore  conducted  based  on  the  general  need  in  the  community 
for  the  health  service  proposed  to  be  provided.     The  person  pro- 
posing to  provide  this  service,   however,  may  by  policy  or  practice 
exclude  significant  portions  of  the  consumer  community  from  access 
to  the  facility.     The  need  for  the  health  services  should  therefore 
only  be  considered  in  light  of  the  population  which  may  be 
ultimately  served  by  the  facility. 

While  the  Hill-Burton  assurances  and  the  guarantees  of 
Title  VI  of  the  Civil  Rights  Act  and  section  504  of  the  Vocational 
Rehabilitation  Act  are  important  in  this  regard,  they  are  not 
adequate  to  insure  access  in  many  health  services.     While  health 
systems  agencies  do  not  presently  have  the  power  to  insure  com- 
pliance by  all  health  service  providers  with  these  safeguards, 
inclusion  of  this  criterion  would  insure  that  a  certificate  of 
need  would  not  be  granted  on  the  basis  of  an  unmet  need  in  a 
population  which  the  health  service  provider  will  not  serve. 
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ISSUE: 

Review  procedures 
PROBLEM; 

Many  health  systems  agencies  have  not  established  adequate 
safeguards  to  insure  the  integrity  of  the  review  process. 
RECOMMENDATION; 

Amend  section  1532(b)  by  adding  the  following  paragraph  at  the 
end  thereof : 

" (12)     In  the  case  of  reviews  pursuant  to  subsections   (f )  and 
(g)  of  section  1513  and  subsections   (4) ,    (5) ,  and   (6)  of  section 
1523,  and  where  appropriate  for  other  reviews- 

"(A)     presentation  by  each  participant,  if  requested  by 
such  participant,  of  evidence  and  arguments  orally  and/or  by 
written  submission, 

" (B)     maintenance  of  a  record  of  the  hearing, 

"(C)     provision  that  the  decision  of  the  agency  and  Agency 
be  based  solely  on  the  record  of  the  hearing,  and 

" (D)     prohibition  on  ex  parte  contacts  with  individuals 
voting  on  the  review  process." 
DISCUSSION; 

The  review  process  required  by  section  1532  fulfills  the 
requirements  of  a  quasi- judicial  proceeding.     A  hearing  is 
required  to  be  held;  evidence  is  required  to  be  taken;  findings 
are  required  to  be  made.     Despite  this  fact,  review  hearings  are 
often  run  with  excessive  informality  at  the  expense  of  impartiality. 
This  has  been  the  focus  of  many  complaints  regarding  the  integrity 
of  the  review  process.      (Some  examples  of  these  complaints  are 
contained  in  the  testimony.) 

The  proposed  changes  would  not  overly  restrict  access  by 
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reviewers  to  necessary  information.     These  safeguards  would 
insure,  however,  that  such  information  would  be  a  part  of  the 
hearing  record,  that  decisions  will  be  made  solely  on  that 
record,  and  that  the  impartiality  of  the  review  process  will 
not  be  compromised. 
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ISSUE; 

Conflict  of  interest  on  the  SHCC 
PROBLEM: 

The  present  law  does  not  prohibit  persons  on  the  SHCC  from 
participating  in  matters  before  the  SHCC  in  which  they  may  have 
a  conflict  of  interest. 
RECOMMENDATION; 

Amend  section  1524(b)  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"  (4)     A  SHCC  shall  adopt  procedures  in  accordance  with 
regulations  promulgated  by  the  Secretary  to  insure  that  no 
member,  employee,  consultant  or  agent  participates  in  any  matter 
regarding  any  person,  institution,  organization  or  other  entity 
with  which  he  or  she  has  or  has  had  within  the  past  three 
years  any  substantial  direct  or  indirect  employment,  fiduciary, 
competitive,  or  ownership  or  other  financial  interest." 
DISCUSSION; 

Section  214  adds  a  provision  prohibiting  conflicts  of  interest 
on  the  governing  bodies  of  HSAs .     The  equally  pervasive  problem 
of  conflicts  of  interest  among  members  of  SHCCs,  however,  are  not 
addressed.     The  proposed  change  would  remedy  this  problem. 
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ISSUE; 

Discontinuation,  reduction,  conversion,  or  relocation  of 
health  services 
PROBLEM; 

The  State  certificate  of  need  and  the  federal  section  1122 
review  processes  are  not  currently  applicable  to  the  discontinuation, 
reduction,  conversion,  or  relocation  of  health  services  in  low- 
income  or  rural  communities. 
RECOMMENDATION ; 

Add  section  1527(a)   to  read  as  follows; 

"The  certificate  of  need  program  required  by  section 
1523(a)(4)(B)   shall  provide  for  the  following: 

(1)  Review  and  determination  of  need  under  such  program  of — 

(A)  major  medical  equipment,  health  care  facilities, 
institutional  health  services,  and  home  health  services,  and 

(B)  capital  expenditures, 

shall  be  made  before  the  time  such  equipment  or  facilities  are 
acquired,  such  services  or  facilities  are  offered  or  developed, 
substantial  expenditures  are  undertaken  in  preparation  for  such 
offering  or  development,  capital  expenditures  are  obligated, 
or  before  such  services  or  facilities  are  discontinued,  reduced, 
converted,  or  relocated,   in  whole  or  in  part,  or  before  such 
equipment  is  sold  or  transferred. 

(2)  The  acquisition,  offering,   and  development  of  only  such 
equipment,   facilities,   and  services  as  may  be  found  by  the 
State  Agency  to  be  needed;   and  the  obligation  of  only  those 
capital  expenditures  found  to  be  needed  by  the  State  agency; 
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(3)  The  discontinuation,  reduction,  conversion,  or  relocation, 
in  whole  or  in  part,  of  only  such  facilities  or  services  as  may 
be  found  by  the  State  Agency  to  be  unneeded  (with  special  consid- 
eration for  the  needs  of  medically  underserved  populations) ,  and 
the  sale  or  transfer  of  only  such  major  medical  equipment  as 
may  be  found  by  the  State  Agency  to  be  unneeded,  provided  that 
an  application  under  this  subsection  shall  not  be  denied  if  the 
applicant  demonstrates  that  such  denial  would  result  in  the  loss 
of  financial  solvency  and  that  no  less  drastic  alternative  is 
available." 

Add  section  1527(c)  to  read  as  follows: 

"In  performing  reviews  as  the  designated  planning  agency 
under  secion  1122  of  the  Social  Security  Act  pursuant  to  section 
1523(a)(4)(A),  the  State  Agency  shall  take  into  account  the  same 
recommendations,  as  with  respect  to  criteria  set  forth  in 
subsection  (a) . " 
DISCUSSION; 

It  is  not  uncommon  for  hospitals  to  close  departments  or 
phase  out  services  which  are  in  and  of  themselves  unprofitable, 
even  though  the  facility's  overall  financial  health  may  be  sound. 
These  closures  or  phase  outs  can  be  particularly  devastating 
for  the  poor  if,  as  is  often  the  case,  the  clinics  or  departments 
involved  are  the  source  of  scarce  emergency  room  or  outpatient 
services . 

Similarly,  over  the  past  several  years  a  pattern  has  emerged 
whereby  private  hospitals  located  in  low-income  inner  city 
neighborhoods  either  transfer  their  facilities  to  outlying 
suburban  areas,  or  establish  satellite  facilities  in  suburban 
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areas  which  then  drain  needed  resources  away  from  inner  city 
communities.     The  result  is  a  denial  of  access  to  needed  ser- 
vices by  the  poor  and  minorities. 

Few  if  any  state  certificate  of  need  laws  now  apply  to 
such  decisions,  and  the  issue  as  to  whether  section  1122 
review  would  apply  is  now  in  litigation.     This  language  would 
mandate  state-administered  regulatory  controls  to  prevent  such 
discriminatory  capital  expenditure  decisions  while  taking  into 
account  the  need  to  assure  the  financial  viability  of  the 
facilities. 
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ISSUE; 

Criteria  for  review  —  existing  federal  obligations  to 
serve  the  community 
PROBLEM; 

Current  State  certificate  of  need  and  federal  section  1122 
review  requirements  do  not  assure  that  applicants  have  fully 
complied  with  their  existing  obligations  under  federal  law  to 
serve  the  community  without  discrimination  on  the  basis  of 
race,  ethnicity,  source  of  payment,  and  in  some  cases  ability 
to  pay. 

RECOMMENDATION; 

Add  section  1527(d)  to  read  as  follows: 
"In  performing  reviews  under  subsections  1523(a)(4)(A) 
and  1523(a)(4)(B),  a  State  Agency  shall  not  grant  section  1122 
approval  or  issue  a  certificate  of  need  to  any  applicant  unless 
such  applicant  demonstrates  that  it  has  in  the  past  fully 
complied,  and  that  it  will  in  the  future  fully  comply  with: 

(1)  the  community  service  and  uncompensated  services 
assurances  given  by  such  applicant  in  connection  with  the 
receipt  of  assistance  under  Titles  VI  or  XVI  of  this  Act,  if  any; 

(2)  the  requirements  of  Title  VI  of  the  Civil  Rights  Act  of 
1964,  if  applicable;  and 

(3)  the  requirements  of  section  504  of  the  Rehabilitation 
Act  of  1973. " 

DISCUSSION: 

In  authorizing  the  distribution  of  federal  funds  to  health 
care  providers,  Congress  has  long  insisted  that  facilities  and 
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practitioners  receiving  such  assistance  make  their  services 
available  to  the  entire  conununity,  without  discrimination  on 
the  basis  of  race,  handicap,  source  of  payment,  etc.  This 
federal  assistance  comes  in  many  forms,  including  Medicare  and 
Medicaid  reimbursement,  Hill-Burton  construction  and  moderniza- 
tion subsidies,  etc. 

Unfortunately,  many  facilities  that  have  received  federal 
funds  do  not  comply  with  these  federal  obligations.  Some 
examples  of  discrimination  on  the  basis  of  race  and  denial  of 
service  to  poor  people  are  discussed  in  the  testimony. 

Although  mechanisms  now  exist  for  the  enforcement  of 
these  statutory  obligations,  they  are  not  sufficient.  For 
example,  DHEW,  which  is  charged  with  enforcing  Title  VI  nondis- 
crimination assurances,  has  not  taken  effective  action  in  the 
face  of  widespread  noncompliance.     Additional  enforcement 
mechanisms  are  required.     The  health  planning  process  generally, 
and  the  capital  expenditures  review  processes  in  particular, 
represent  an  appropriate  forum  for  an  assessment  of  compliance 
with  outstanding  federal  obligations  that  are  designed  to 
assure  access  by  the  entire  community  to  care. 
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ISSUE: 

"Voluntary"  discontinuance  of  needed  hospital  services 
PROBLEM: 

Title  III  of  H.R.   9717,  which  would  establish  a  program  to 
encourage  the  discontinuance  of  unneeded  hospital  services,  does 
not  contain  adequate  safeguards  to  prevent  the  closure  of  public 
general  hospitals  serving  urban  poverty  populations , 
RECOMMENDATION : 

Add  to  section  305  a  subsection   (d)   to  read  as  follows: 
" (d)     The  provisions  of  this  subsection  shall  not  apply 
to  any  urban  public  general  hospital,  whether  operated  or  owned 
by  a  State,  city,  town,  county,  borough,  hospital  district 
authority,  or  pxiblic  or  quasi-public  corporation." 
DISCUSSION : 

In  many  overbedded  urban  areas,  the  public  general  hospitals 
play  a  critical  role  as  the  institution  of  last  resort  for  the 
poor  and  for  minorities.     For  low-income  persons  who  are  denied 
needed  services  by  the  private  voluntary  institutions,  the  public 
hospitals  provide  essential  outpatient  and  inpatient  services. 

While  the  goal  of  reducing  excess  bed  capacity  is  an 
appropriate  one,  the  danger  in  Title  III  is  that,  in  targeting 
hospitals  to  discontinue  services  to  bring  their  areas  into 
compliance  with  the  national  guidelines,  HSAs  will  pick  on  the 
facilities  that  are  most  vulnerable  politically,  without  regard 
to  the  implications  for  access  by  low-income  persons  -  i.e., 
the  public  hospitals.     The  only  effective  way  to  prevent  this 
disastrous  result  is  to  recognize  the  pivotal  role  these 
facilities  play  in  delivering  care  in  urban  underserved  by 
exempting  them  altogether  from  the  penalty  provisions. 
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TESTIMONY  BY  RUSSELL  HENDERSON 

I  am  Russ  Henderson.     I  am  a  life-long  resident  of  Louisiana 
and  currently  reside  in  New  Orleans .     For  the  past  2  years  I  have 
served  as  an  Executive  Committee  member  on  the  Board  of  Directors  of 
the  New  Orleans  Area/Bayou  Rivers  Health  Systems  Agency  serving 
Southeastern  Louisiana.     I  am  a  consumer  board  member  and  have  great 
concern  that  the  goals  of  equal  access  and  cost  containment  set 
forth  in  the  National  Health  Planning  and  Resource  Development 
Act  cannot  be  obtained  unless  this  Congress  addresses  the  difficult 
questions  concerning  the  selection  and  makeup  of  the  governing 
bodies  of  HSAs. 

Health  Service  Area  I   (HSA  I)  is  composed  of  eleven  parishes 
(counties)  surrounding  and  including  the  greater  metropolitan 
area  of  New  Orleans.     HSA  I  contains  5.7  beds  per  thousand 
patients.     Greater  New  Orleans  contains  6.6  beds  per  thousand 
patients  while  New  Orleans  itself  contains  8.8  beds  per  thousand 
patients.^    These  numbers  far  exceed  the  HEW  guidelines  of  4  beds 
per  thousand.^    Today  consumers  and  the  federal  government  pay 
$138,700,000  for  the  2235  unused  beds  in  HSA  I  and  if  my  HSA  con- 
tinues to  approve  additional  unneeded  beds,  this  figure  will  far 
exceed  that  present  amount."^ 

1/    Draft  HSP,  New  Orleans  Area/Bayou  Rivers  Health  Systems  Agency, 
1978. 

2/    National  Guidelines  for  Health  Planning,  42  C.F.R.  §122.1,  43 
Fed.  Reg.  No.  14,  pp.   3063  et  seq.,  Jan.  18,  1978. 

3/    These  figures  are  computed  from  the  8130  non-federal  plus  1183 
federal  short  term  general  hospital  beds   (NOA/BR  draft  HSP  1978) 
multiplied  by  a  conservative  76%  occupancy  rate  for  the  area 
(Kenner  Hospital:  Staff  Review,   8/11/77)   and  the  $170  per  day 
estimate  of  hospital  expenses  for  the  NOA/BR  area   (AHA  Guide, 
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Our  problems  do  not  end  with  those  graphic  statistics.  The 
infamous  F.  Edward  Hebert  Naval  Hospital  which  received  attention 
on  CBS'    "Sixty  Minutes"  has  a  capacity  of  250  beds  with  a  present 
occupancy  rate  of  35  patients  per  day.     That  hospital  sits  in  the 
middle  of  our  planning  region  and  again  demonstrates  the  cost  of 
unneeded  institutional  beds. 

To  exemplify  our  inability  to  achieve  the  goals  of  equal  access 
set  forth  in  93-641,   four  New  Orleans  hospitals  have  received  letters 
of  findings  from  the  Office  of  Civil  Rights  of  the  Department  of 
Health,  Education  and  Welfare  charging  them  with  racial  discrimina- 
tion.    Three  other  hospitals  are  presently  under  investigation- 
Half  of  the  citizens  of  New  Orleans  are  black.     Despite  having 
18  hospitals  in  New  Orleans,  only  Charity,  the  large  state-run  hospi- 
tal, and  Flint  Goodridge,  a  black  institution,  and  Touro  Hospitals 
service  blacks  in  significant  numbers.     For  an  example  of  the 
inaccessibility  of  health  service  in  these  institutions,  statistics 
from  the  July  9,   1977  HEW  Office  of  Civil  Rights  letters  of  findings 
reveal  that  in  1974,  Hotel  Dieu  Hospital  served  nearly  9,000  patients 
with  only  711  or  8.1%  of  those  being  black.     This  hospital  served 
only  151  medicaid  patients  in  1974  despite  the  fact  that  it  sits  in 
the  middle  of  New  Orleans,  a  city  with  an  enormous  unemployment 
rate  and  85,000  persons  participating  in  the  Medicaid  program  each 
month.     Baptist  Hospital,  which  served  over  20,000  patients  in  1974, 

2/  (continued) 

Issue  1977)   by  365  days  per  year. 

8130  non-Federal  beds 
1183  Federal  beds 

9313  Short-term  general  hospital  beds 

X. 24  Non-occupancy  rate 

2235  Non-occupied  beds  per  day 

$170  per  day  x  365  days  =  $62,050  per  year 

2235  beds/day  x  $62,050/day  =  $138,681,750  per  year 
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served  only  517  black  persons.     This  constitutes  2.8%  of  their 
patient  load.     Only  90  medicaid  patients  were  served  in  the  Baptist 
Hospital  in  1974.     Incidently,  both  Hotel  Dieu  and  Baptist  Hospitals 
lie  in  predominately  poor  and  black  neighborhoods. 

The  poor  whites  participating  in  Medicaid  receive  their  hospi- 
tal services,  as  do  poor  blacks,  from  Charity  Hospital.  This 
hospital  sees  over  1200  patients  per  day  in  its  4  emergency  rooms 
in  downtown  New  Orleans.     Health  systems  agencies,  if  they  are  to 
achieve  the  goal  of  equal  access  and  quality  care  must  (1)  become 
sensitive  to  the  existence  of  such  over-burdened  insitutions  and 
(2)  must  avoid  construction  of  more  such  public  facilities  since 
they  perpetuate  the  existence  of  a  dual  medical  system. 

Health  systems  agencies  can  make  a  difference.     The  goals 
of  equal  access  and  cost  containment  are  achievable.     But,  they 
will  remain  unattainable  as  long  as  HSA  boards  are  chosen  and 
operate  as  does  mine. 

Our  health  systems  agency  probably  typifies  most  in  that  the 
Board  of  Directors  is  self -selecting ,  self-perpetuating,  and  un- 
accountable to  anyone.     That  statement  is  not  totally  correct,  for 
most  providers  are  accountable  to  the  respective  provider  insti- 
tutions.    However,  few  if  any  of  our  39  consumer  members  are 
accountable  to  anyone.     None  are  selected  from  or  by  any  low- 
income  persons . 

To  attain  board  membership,  a  prospective  member  must  pass 
the  scrutiny  of  the  nominating  committee.     To  date,  only  a  handful 
of  low-income  persons  or  their  advocates  have  passed  that  scrutiny 
to  be  seated  on  our  75  member  board  which  contains  39  consumer  members. 
My  ability  to  gain  board  status  had  nothing  to  do  with  my  commit- 
ment to  equal  access  and  cost  containment,  goals  with  which  the 
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nominating  committee  was  not  concerned,  but  was  the  consequence  of 
my  status  as  chairperson  of  the  Drug  Abuse  Advisory  Council  of  New 
Orleans. 

Our  nominating  committee  went  through  great  pains  to  assure 

that  the  board  of  directors  and  executive  committee  reflected  the 

mandates  of  Pub.  L.  93-641  as  it  related  to  geographic  and  racial 

considerations  in  the  governing  body  composition.    However,  despite 

the  fact  that  economic  status  lies  in  the  same  sentence  of  that 
4 

very  same  law      little  attention  was  addressed  to  that  most 
important  characteristic.    A  Bureau  of  Social  Science  Reseach 
study  of  the  1976  family  income  distribution  of  the  population  of 
HSA  I  in  Louisiana  revealed  that  32.2%  of  all  families  in  our  area 
had  incomes  of  less  than  $10,620,  while  53.4%  had  incomes  of  less 
than  $15,929.     Despite  the  fact  that  about  half  of  the  families 
living  in  our  planning  area  have  incomes  of  less  than  $15,000,  only 
20%  of  the  consumer  board  had  family  incomes  of  less  than  $15,000. 
More  importantly,  the  executive  committee  which  makes  most  of  the 
important  HSA  decision,  contained  only  1  consumer  board  member 
with  an  income  of  less  than  $15,000  of  its  total  13  consumer 
members.     That  constitutes  less  than  8%  of  the  consumer  board. 
The  intolerable  situation  exemplied  by  these  statistics  led  to 
litigation.^    At  a  deposition  in  that  case  the  nominating  committee 

4/    42  U.S. C.   §3001-l(b)  (3)  (C)  (i) 

5/    The  Louisiana  Association  for  Community  Organizations  Now  v. 
New  Orleans  Area/Bayou  Rivers  Health  Systems  Agency  and  Joseph 
Califano,  Civil  Action  No.  77-361,  Section  E  filed  2-24-77, 
United  States  District  Court,  Eastern  District  of  Louisiana. 


784 


chairperson  stated  that  "the  only  merobers  of  the  board  who  represent 
anybody  are  providers,  who  represent  a  constituency.     That  is  the 
only  one  that,  you  know  that  I  can  remember  that  has    ever  purported 
to  represent  someone."^ 

Subsequent  to  the  filing  of  this  lawsuit,  the  board,  in  a  knee 
jerk  reaction,  seated  seven  low-income  consumer  board  members.  None 
were  seated  on  the  executive  committee.     The  board  planned  to  seat 
several  more.     The  task  of  identifying  those  low-income  persons  was 
assigned  to  me,  as  chairperson  of  an  ad  hoc  committee  on  low- 
income  persons.     My  job  was  incomplete  when  the  devastating  decision 
of  the  Fifth  Circuit  Court  ofAppeals  in  ACORN  v.  Texas  Area  5  Health 
Systems  Agency,   Inc.^    was  rendered  and,  with  the  pressure  off, the 
board  refused  to  nominate  any  additional  low-income  persons.     I  am 
convinced  that  no  additional  low-income  persons  will  be  seated  on 
the  board  of  directors  of  my  health  systems  agency  unless  this 
Congress  and  HEW  forced  boards  such  as  mine  to  adhere  to  the  spirit 
and  the  letter  of  93-641. 

My  experiences  have  convinced  me  that  better  decision  will  be 
made  by  health  systems  agencies  like  mine  if  more  low-income  people 
sit  on  our  boards  and  more  importantly  our  executive  committee.  Bad 
decision  have  been  made  and  will  continue  to  be  made  by  boards 
such  as  mine  that  are  not  representative  of  the  low-income  community 
that  we  should  be  serving. 

6/     Deposition  of  Ms.  Willie  Halpren,  April  7,   1977,  p.  56. 

7/     Opinion,  Fifth  Circuit,   1977,   559  F . 2d  1019,  rehearing 
denied  January  6,  1978. 
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Poor  people  have  special  needs.     They  constitute  the  medically 
underserved  population  and  consequently  have  unique  health  problems. 
They  need  special  protection  and  seek  the  right  to  protect  themselves; 
to  represent  themselves  or  choose  the  representatives  in  numerical 
strengths  in  proportion  to  their  numbers  in  the  population. 

An  example  of  a  poor  decision  that  was  made  by  our  health 
systems  agency  is  the  approval  of  the  building  of  the  Kenner 
Memorial  Hospital.     The  Kenner  Memorial  Hospital  application  was 
filed  with  our  health  systems  agency  on  July  18,  1977  pursuant  to 
section  1122  of  the  Social  Security  Act.    This  proposal  called 
for  the  building  of  a  new  100  bed  general  acute  care  hospital  in 
a  suburb  of  already  overbedded  New  Orleans.     This  hospital  is  to  be 
financed  by  non-taxable  first  mortgage  revenue  bonds,  with  a  total 
cost  of  over  $19,000,000.     This  applicant  sought  to  justify  con- 
struction of  this  unneeded  facility  by  alleging  that  the  nearby 
New  Orleans  International  Airport  and  nearby  petrolexim  plants 
(might)  be  the  scene  of  disasters  justifying  such  facility.  The 
application  admitted  that  the  facility  had  overlapping  services 
with  two  nearby  hospitals  but  asserted  that  the  service  area 
would  have  a  195  bed  shortage  by  1980.     Our  HSA  staff  projected  a 
somewhat  different  conclusion,  stating  that  by  1980  the  service  area 
would  contain  more  than  1900  excess  beds.     This,  combined  with  ■ 
their  commitment  to  avoid  unnecessary  duplication  of  services,  the 
critical  shortage  of  professional  personnel  in  the  area,  and  our 
HSA's  commitment  to  cost  containment,  led  our  staff  to  recommend 
disapproval  without  using  the  additional  justification  that  this 
hospital  would  deny  the  poor  equal  access. 
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Our  board  reversed  that  decision.     Approval  was  granted.  The 
board  meeting  displayed  how  badly  consituted  boards  make  poor 
decisions.     This  hospital  would  not  benefit  poor  people.  Construction 
would  be  financed  through  non-taxable  revenue  bonds  which  had  rami- 
fications: 

1.  No  Hill-Burton  free  service  obligation  would  attach  thus 
no  benefit  there  for  poor  people; 

2.  Nor  did  the  hospital  have  to  comply  with  the  Hill-Burton 
community  service  regulations  forcing  the  hospital  to  treat  Medicaid 
patients . 

This  makes  little  difference  in  reality,  because  doctors  admit 
patients  to  hospitals  and  since  doctors  in  our  area  do  not  admit 
Medicaid  patients  in  substantial  numbers  to  any  hospitals  except 
Charity  and  two  other  hospital?,  the  poor  would  still  be  denied 
access  even  if  the  Hill-Burton  requirement  attached. 

Only  one  poor  person  sat  on  our  25  member  executive  committee 
at  this  application  hearing.     The  presentation  of  the  application 
included  supportive  testimony  by  all  state  and  local  elected 
officials  from  the  area  and  the  lobbying  effort  was  intense.  Some 
non-low  income  consumers  were  vulnerable  to  this  pressure  because 
of  existing  fiscal  dependency  on  state  and  local  governmental 
funding  sources.     Additionally,  other  private  sector  board  members 
felt  pressure  because  in  our  state,  government  is  a  major  purchaser 
and  could  affect  their  very  livelihood.     The  president  of  the 
board,  a  consumer,  recused  himself  from  voting  but  conducted  the 
meeting   (a  member  of  his  family  owned  stock  in  the  applicant's 
management  corporation) .     I  perceived  that  these  board  members  felt 
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threatened  that  the  governmental  officials  would  take  financial  and 
other  sanctions  against  them.     No  other  justification  for  their  votes 
was  possible.     The  institution  was  unneeded,   the  application  was 
substandard  and  at  times  a  bit  ridiculous,  and  their  statistical 
basis  poorly  documented.     The  economic  composition  of  the  board 
made  all  the  difference.     The  board  had  no    insulation  from  the 
pressure,  implicit  and  sometimes  explicit  economic  pressure.  Surely 
a  better  decision  could  have  been  made  by  low  income  persons  who 
could  recognize  that  this  hospital  would  not  benefit  them,  would 
not  benefit  cost  containment  and  thus,  was  an  unneeded  institution. 
A  self-perpetuating,  self -selected  and  non-accountable  board  had 
no  one  to  account  to  when  they  made  such  a  poor  decision.  Unlike 
yourselves,  these  board  members  are  not  accountable  to  the  community 
at  large  and  have  no  reason  to  fear  consequences  from  decisions 
which  are  harmful  to  the  community. 

In  a  few  days  the  board  will  consider  the  application  of  West 
Jefferson  Hospital.     West  Jefferson  lies  in  the  suburb  of  New  Orleans. 
This  application  seeks  approval  for  a  $35  million  expansion.  West 
Jefferson  is  presently  under  investigation  by  the  Office  of  Civil 
Rights  for  racial  discrimination.     In  1974  West  Jefferson  admitted 
over  16,000  patients  including  1562  black  patients.     This  constituted 
9.7%  of  the  patient  load.     Only  286  of  those  persons  were  Medicaid 
patients.     I  understand  that  their  black  patient  load  has  increased 
insignificantly  to  about  12%  but  this  is  obviously  unacceptable  in 
light  of  the  fact  that  the  1970  census  reveals  27%  of  the  service 
area  is  black. 
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None  of  the  staff  review  or  committee  meetings  have  broached 
these  charges  of  race  discrimination.     It  seems  absurd  that  our 
HSA  can  make  a  final  decision,  which  I  predict  will  be  approval, 
prior  to  the  completion  of  HEW' s  civil  rights  review.     But  that  is 
just  what  will  happen.     Our  HSA  does  not  collect  adequate  racial 
data.     More  importantly,  it  does  not  know  its  obligation  under 
Title  VI  of  the  1964  Civil  Rights  Act  despite  signing  an  assurance 
of  compliance.     HEW  has  not  addressed  this  most  important  area,  and 
if  clarification  was  fqrthcoming,  it  could  enable  us  to  achieve 
our  goal  of  equal  access  and  compliance  with  Title  VI. 

I've  consistently  referred  to  Medicaid  statistics.     They  have 
great  relevance  since  in  Louisiana  approximately  80%  of  all  persons 
participating  in  the  Medicaid  program  are  black.     Thus,  denial  of 
access  to  Medicaid  patients  constitutes  both  denial  based  on  race 
and  economic  status  and  is  prohibited  by  the  Planning  Act  and  Title 
VI.     More  clarification  of  the  HSA's  role  in  assuring  compliance  with 
Title  VI  of  the  1964  Civil  Rights  Act  is  needed.     This  should  be 
achieved  either  through  an  amendment  to  the  Act  or  through  new  HEW 
Title  VI  regulations. 

Our  HSA  will  continue  to  make  decisions  such  as  those  that  were 
made  on  the  Kenner  and  West  Jefferson  Hospital  applications  until 
the  board  and  executive  committee  are  more  reflective  of  the  community 
they  purport  to  represent.     If  poor  people  are  to  be  adequately 
represented  on  HSA  governing  bodies,  self-selection,  self-perpetuation 
and  non-accountability  must  be  outlawed.     I  endorse  both  the  House 
and  Senate  proposed  amendments  that  would  prohibit  self-selection 


789 


but  am  concerned,   from  my  own  experience,  that  as  long  as  nominating 
committees  retain  their  absolute  power,  little  change  will  result. 
Therefore,   I  request  this  Congress  amend  the  Act  to  prohibit  nomi- 
nating committees  from  limiting  the  number  of  nominees  that  the 
public  or  members  of  the  HSA  can  vote  on,   and  be  denied  the  right 
to  propose  a  single  slate  of  candidates.     The  nominating  committee's 
powers  should  be  limited,  by  law,  to  soliciting  nominations  and  placing 
those  eligible  nominees  in  slots  to  enable  the  HSA  to  meet  the 
governing  body  requirements. 

Additionally,  further  clarification  of  our  duty  under  the  civil 
rights  statutes  must  be  accomplished.  - 

I  am  encouraged  by  the  proposed  amendment  to  section  1534  (c)  (2) 
that  mandates  that  the  backup  centers  for  health  planning  develop  and 
utilize  methodologies  for  the  education  of  new  board  members  and 
staff  and  continuing  education  of  board  members  and  staffs  of  HSAs 
and  state  agencies.     But,  you  must  amend  this  law  to  provide  that 
each  HSA  has  a  staff  of  professionals  to  train  consumers  like 
myself,  who  are  lay  persons  and  are  often  overwhelmed  by  this 
whole  planning  process.     Our  technical  staff  should  be  separate  from 
that  granted  to  providers  to  assure  autonomy. 

Accomplishment  of  these  objectives  will  do  much  to  assist 
HSAs  in  their  efforts  to  achieve  equal  access  and  cost  containment. 


8/    Amending  42  U.S.C.   §  300n-3 (c) (2) . 
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My  name  is  Daniel  S.  BUimenthal.  I  am  a  physician  on  the  faculty  of  the  Emory 
University  School  of  Medicine.  However,  I  am  not  representing  Emory  University  in 
this  testimony  and  the  views  expressed  here  do  not  represent,  necessarily,  those  of  the 
university. 

I  am  representing  the  Community  Health  and  Monitoring  Project  (CHAMP),  a 
citizens'  group  which  has  been  active  in  the  Atlanta  area  for  about  a  year  and  a  half. 
We  would  like  to  point  out  some  flaws  in  the  National  Health  Plaiming  and  Develop- 
ment Act  as  we  have  seen  them  at  the  local  level  and  to  cite  examples  of  how  these 
flaws  have  affected  the  operation  of  our  own  local  Health  Systems  Agency.  The 
problems  I  will  discuss  are: 

1.  Lack  of  a  mandated  democratic  procedure  for  electing  representatives  to 
the  HSA  Board  of  Directors.  This  results  in  a  Board  which  has  no  accountability  to  its 
constituents. 

2.  Lack  of  meaningful  opportunity  for  consumers  to  participate  in  the  HSA 
decision-making  processes. 

Board  Selection  Procedures 

CHAMP  was  founded  as  an  organization  which  would  monitor  our  local  HSA  and 
attempt  to  have  some  impact  on  its  policies  and  decisions.  It  was  organized  largely 
out  of  a  sense  of  frustration  felt  by  a  number  of  citizens,  both  providers  and 
consumers,  who  were  concerned  with  the  existing  health-care  system  and  its 
inadequacies.  Our  frustration  was  the  result  of  a  realization  that  the  Health  Systems 
Agency  had  the  potential  to  have  a  profound  effect  on  the  health  care  system  but  that 
we,  as  ordinary  citizens,  had  little  or  no  opportunity  to  provide  meaningful  input  to  the 
HSA's  decision-making  process.  We  had  absolutely  no  voice  in  selecting  its  board 
members  and  therefore  had  no  real  representative  on  the  HSA  to  whom  we  could  turn. 
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The  board  cf  oup  HSA,  like  that  of  innny  others  across  the  country,  was  selected 
by  a  process  that  allowed  for  maximum  input  from  organized  provider  groups  and  no 
effective  input  from  ordinary  citizens.  In  the  case  of  our  local  MSA-the  North 
Central  Georgia  Health  Systems  A^'ency— the  local  Regional  Medical  Program  helped 
assemble  a  'blue  ribbon  committee"  v/hich  included  representatives  of  the  major 
provider  organizations.  This  committee  solicited  nominations  for  the  HSA  Board  from 
civic  organizations  and  agencies  as  well  as  provider  groups  and  actually  received  over 
600  nominations.  It  then  lai-gely  ignored  this  collection  of  nominations  and  selected  30 
of  its  own  '15  members  to  the  63-member  Board  of  Directors  (the  Board  was  subse- 
quently enlarged  to  69  metnbers). 

The  bylaws  of  the  North  Central  Georgia  HSA  established  that  new  Board 
members,  or  those  up  for  re-election,  are  chosen  by  the  sitting  members  of  the  Board. 
The  Board  of  Directors  is  thus  self-selected  and  self-perpetuating.  Not  only  is  the 
board  self-perpetuating  but  the  single  slate  of  nominees  which  the  board  votes  on  and 
invariably  approves  is  prepared  by  a  small  nominating  committee  which  is  appointed  by 
the  President  of  the  HSA.  This  committee  has  found  it  easy  to  repeatedly  exclude 
consumer  nominees  in  favor  of  nominees  of  the  medical  society.  It  should  be  added 
that,  in  theory,  every  citizen  over  the  age  of  17  who  lives  in  the  North  Central  Georgia 
area  is  a  "member'tof  the  corporation  which  is  the  HSA.  1  he  membership,  however,  has 
no  vote  in  choosing  the  corporation's  board. 

The  Board  of  the  NCG-HSA  contains  sufficient  consumers  to  meet  the  guidelines 
established  by  PL93-641.  However,  of  the  37  consumers  on  the  original  board,  2  were 
nominated  by  the  State  Nurses  Association,  one  by  the  District  Pharmacy  Association, 
6  by  local  hospitals,  and  24  by  local  medical  societies.  It  seems  evident  that  many 
consumer  members  of  the  Board  must  feel  that  their  allegiances  lie  with  those  who  put 
them  on  the  Board  and  those  who  can  keep  them  there:  the  providers. 


26-219  O  -  78  -  pt.  1  -  51 
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It  must  also  be  pointed  out  that  some  consumer  members  of  the  original  board 
had  consumer  credentials  which  were  doubtful  at  best.  Three  were  or  have  recently 
been  board  members  of  local  hospitals  or  nursing  homes.  Another  was  a  psychologist. 
Two  others  were  morticians  who  had  conducted  ambulance  services  in  the  recent  past. 
One  owned  a  drug  store.  At  least  4  were  connected  with  insurance  sales.  Four  were 
on  the  boards  of  local  banks.  Seventeen  were  connected  to  voluntary  organizations 
which  receive  and  distribute  health  funds  (there  has  been  some  turnover  in  Board 
membership  since  this  analysis  was  done.  Information  on  the  background  of  Board 
members,  however,  is  no  longer  as  easy  to  obtain  from  the  HSA  as  it  was  previously). 
Not  only  is  it  evident  that  HEW  does  not  have  the  desire  or  data  to  take  corrective 
action  to  enforce  clear  provisions  of  the  law,  our  experience  is  that  HEW  is  much, 
much  more  responsive  to  the  HSAs,  and  the  medical  profession  which  runs  them,  than 
to  consumers  who  are  trying  to  bring  about  common  sense,  cost-containing  health  care 
planning. 

This  was  the  source  of  the  frustration  that  led  us  to  organize  CHAMP:  the 
knowledge  that  we,  as  citizens  who  were  not  members  of  powerful  provider 
organizations,  had  no  representation  on  the  Health  Systems  Agency. 

How  does  provider  control  of  an  HSA  affect  its  function?  An  example  from  our 
local  HSA  may  illustrate.  An  HSA's  power,  as  you  know,  is  chiefly  negative;  that  is, 
the  HSA  may  deny  institutions  or  agencies  the  right  to  spend  money  on  projects  which 
are  not  commensurate  with  priorities  established  by  the  HSA.  It  is  also  widely  agreed 
that  health-care  inflation  has  been  fueled  in  large  part  by  the  tendency  of  hospitals  to 
overbuild  and  to  purchase  expensive  duplicative  equipment.  This  is  particularly  true  in 
the  North  Central  Georgia  area,  where  there  are  some  2500  excess  hospital  beds.  In 
the  Atlanta  metro  area  alone,  there  are  14  cardiac  catheterization  labs  in  place  or 
under  construction,  and  15  CAT  scanners. 

An  HSA  could,  therefore,  move  to  control  health  care  costs  by  refusing  to 
approve  further  investment  in  hospital  facilities;  it  could  suggest  to  the  hospitals 
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proposing  such  expenditures  that  the  money  could  be  better  invested  in  needed  primary 
care  projects,  such  as  satellite  clinics  in  rural  areas.  Tables  1  and  2,  attached,  show 
the  recent  performance  of  the  North  Central  Georgia  HSA  on  this  issue.  Since  April, 
1977,  the  agency  has  approved  15  projects  relating  to  inpatient  care  at  12  different 
hospitals;  these  projects  have  totalled  over  $30  million.  During  this  same  period,  the 
NCG-HSA  has  rejected  only  2  projects,  totalling  $866,400.  It  is  evident  that  the 
provider-controlled  board  is  reluctant  to  reject  requests  made  of  it  by  its  provider 
colleagues  who  administer  hospitals. 

The  conclusion  is  clear:  in  the  area  of  cost-containment,  particularly  as  it 
pertains  to  hospital  costs,  the  NCG-HSA  has  had  little  impact.  I  would  suggest  that 
any  HSA  controlled  by  providers  will  not  be  likely  to  wreak  major  changes  in  the  health 
care  system  it  helped  create. 

Provider  control  is  not  a  circumstance  unique  to  the  North  Central  Georgia  HSA; 
it  is,  rather,  common  to  many  HSAs  in  the  South  and  throughout  the  country.  It  is 
clear  that,  in  a  situation  in  which  Board  members  are  appointed  by  committee  rather 
than  elected  by  a  democratic  process,  organized  provider  groups  are  essentially  able  to 
appoint  their  own  representatives.  Consumers  have  no  similar  power. 

Other  Obstacles  to  Consumer  Participation 

In  addition  to  lacking  representation  on  HSA  boards,  consumers  experience  other 
difficulties  in  gaining  a  voice  in  the  formulation  of  changes  in  the  health  care  delivery 
system.  Foremost  among  these  difficulties  is  a  lack  of  opportunity  to  gain  an 
understanding  of  the  issues  and  processes  involved.  The  health  systems  agencies  are 
part  of  a  complex  structure  that  includes  HSAs,  SHPDAs,  SHCCs,  HSPs,  AIPs,  CON 
laws,  and  various  other  varieties  of  "alphabet  soup."  The  average  citizen,  even  if  he  or 
she  has  heard  of  HSAs,  has  little  or  no  comprehension  of  the  total  structure  of  which 
the  HSA  is  a  part.  Nor  does  the  average  citizen,  in  many  cases,  understand  the  issues 
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with  which  the  USA  must  denl.  There  is  little  community  appreciation  of  the  fact,  for 
instance,  that  overbuilding  of  liospitals  is  a  major  contributor  to  health  care  inflation, 
or  that  medical  postgraduate  training  programs  have  a  major  influence  on  the 
distribution,  or  maldistribution,  of  physicians. 

There  has  been  little  attempt  on  the  part  of  the  HSAs  to  educate  the  community 
on  these  issues.  VVihtout  tliis  sort  of  "patient  education,"  there  can  be  little 
meaningful  consumer  input  to  the  deliberations  of  the  USA.  We  at  CHAMP  have 
attempted  to  educate  the  people  we  reach,  but  our  resources  are  very  limited. 

In  the  North  Central  Georgia  area,  our  HSA  has  actively  solicited  consumer 
viewpoints  on  health  care  needs  through  a  variety  of  open  hearings.  The  NCG-HSA 
has,  however,  made  it  difficult  for  informed  citizens  to  participate  in  USA  processes 
and  procedures  by  such  devices  as  making  it  hard  to  obtain  committee  reports  or  staff 
project  analyses.  There  has  been  little  attempt  made  at  educating  the  public  on  HSA 
procedures  or  on  the  issues  involved. 

As  an  initial  recommendation  in  this  area,  we  feel  that  it  would  be  helpful  if  the 
"alphabet  soup"— that  is,  the  health  planning  process— could  be  simplified.  In  any 
event,  we  feel  it  imperative  that  community  education  be  made  a  priority  for  the 
HSAs  and  that  they  be  funded  for  this  purpose.  The  education  should  be  directed  at 
the  health  planning  process  as  well  as  at  the  issues  involved  in  that  process. 

The  exclusion  of  the  public  from  the  HSA  process  is  part,  we  feel,  of  the  general 
trend  toward  the  HSA  becoming  a  sort  of  private  club  whose  membership  selects  itself, 
as  at  any  country  club,  and  whose  committees  and  decision-makers  will  listen  patiently 
to  outsidere  who  do  not  really  understand  the  workings  of  the  club  but  will  not  include 
those  outsiders  in  the  club's  activites  or  seriously  consider  their  proposals. 
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Conclusion 

The  Community  Health  and  monitoring  Project,  then,  has  two  major  recom- 
mendations on  modifications  of  PL93-641: 

1.  It  is  imperative  that  provisions  be  established  which  would  require  USA 
board  members  to  be  chosen  by  a  democratic  electoral  process. 

2.  HSAs  should  be  required  to  engage  in  public  education  efforts  and  to  solicit 
the  participation  of  the  public  in  HSA  decision-making  procedures. 


796 


TABLE  1.  HOSPITAL  INPAtIeNT  PROJECTS  APPROVED  BY  N.  CENTRAL  GA.  HSA 
APRIL  1977-  JAN  1978 


Type  of  Project 

Hospital 

Amount 

ICU-CCU 

Villa  Rica 

$140,000 

Renal  Dialysis 

Piedmont 

60,000 

Construction,  Renovation 

Coy^eta 

Brawner 

Egleston 

900,000 
li098,837 
25,912,358 
subtotal  27,111,195 

X-ray  equipment 

Sii\yrna 

Grady 

Cobb 

subtotal 

168.800 
117.850 
144.000 
431,500 

Air  Conditioning 

OeKalb 

Grady 

Northside 

subtotal 

218,000 
160,000 
226.648 
604,648 

Tel evisions 

W.  6a.  Med. 

Ctr. 

120,000 

Cardiac  Cath  Lab 

Piedmont 
Kcnnestone 

subtotal 

667,115 

350.000 
1.017.115 

Laboratory 

Piedmont 

150,000 

TOTAL 


$30,434,458 
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TABLE  2.  HOSPITAL  INPATIENT  PROJECTS  PROJECTS  DISAPPROVED  BY  N. CENTRAL  GA.  HSA 
APRIL  1977-JAN  1978 


Type  of  Project  Hospital  Ajrount 

Radiation  Therapy  DeKalb  $746,400 

Cardiac  Cath  Lab  Cobb  120,000 


TOTAL 


$866,400 
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Mr.  Chairman,  members  of  the  subcommittee,  my  name  is  Willie  Mitchell.  I  am 
57  years  old  and  have  had  health  problems  most  of  my  life  and  am  now  disabled.  I  was 
born  and  raised  in  Coweta  County,  Georgia,  where  my  parents  were  sharecroppers.  I 
now  live  in  Newnan,  Georgia,  which  has  a  population  of  about  13,000. 

I've  been  in  the  Army,  I've  been  a  welder,  and  I've  worked  in  the  South  Georgia 
shipyards.  I've  been  active  in  community  affairs  all  my  life— I've  been  elected  and 
appointed  to  several  positions  as  a  representative  of  my  community,  including  election 
as  an  elected  alternate  delegate  to  the  1972  Democratic  Convention. 

So,  I  know  something  about  politics,  especially  the  politics  of  providing  services 
to  poor  people.  I  know  about  the  value  of  public  participation  in  these  politics— I  know 
it  is  the  key  to  making  these  programs  work  and  making  Ihem  accountable  in  their 
communities.  Public  participation  and  accountability  is  the  only  way  administrators  of 
federal  programs  find  out  what  people's  real  needs  are  and  make  sure  such  programs 
address  those  needs.  Opportunities  for  advisory  input  are  fine,  but  those  alone  are  not 
enough,  especially  where  the  people  running  the  programs  are  not  inclined  or  bound  to 
act.  on  what  they  hear.  And  the  only  way  to  insure  that  the  programs  will  be 
responsive,  accountable  and  make  correct  decisions  is  to  give  people  effected  by  the 
programs,  and  for  whom  the  programs  are  designed,  the  power  to  make  or  at  least 
share  in  those  decisions. 

My  concern  for  effective  health  care  planning  is  very  personal.  I  have  arthritis, 
and  a  heart  condition,  and  I  am  diabetic;  my  wife  had  a  stroke  a  year  ago,  and  has 
hypertension.  So  I  have  become  very  aware  of  high  health  care  costs  that  seem  to 
keep  going  up.  I  have  also  become  very  aware  of  access  problems;  poor  people,  more 
than  anyone  else,  are  the  victims  of  the  lack  of  medical  facilities  in  rural  areas.  When 
I  or  my  neighbors  need  medical  care  we  must  not  only  locate  doctors  and  hospitals,  we 
must  also  find  the  ones  who  v/ill  accept  Medicaid  or  Medicare,  partial  payments,  or 
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lower  payments.  Some  counties  in  Georgia  have  no  hospital.  In  my  county  there  are 
two  hospitals  but  only  one  serves  black  people.  I  often  carry  family  and  friends  to 
doctors  and  hospitals  and  often  have  to  go  to  two,  three,  or  four  places  to  find 
someone  willing  to  provide  treatment.  I  know  all  too  well  what  it's  like  to  be  looking 
for  a  doctor  or  hospital  and  to  be  turned  away  because  we  can't  pay.  Often  by  the 
time  we  can  find  treatment,  the  patient's  condition  has  worsened.  And  even  worse, 
sometifnes  when  a  hospital  finally  admits  you,  they  won't  release  you  until  you  pay.  I 
have  affidavits  from  home  here,  which  show  that  it  is  a  common  practice  to  demand 
payment  prior  to  release.  In  fact,  we  are  often  forced  to  sign  promissory  notes  before 
we  can  get  out  of  hospitals,  or  get  our  children  out  of  hospitals. 

HSAs  have  not  been  responsive  to  these  needs  at  all  and  have  made  it  difficult,  if 
not  impossible,  to  get  involved  in  their  decision-making.  My  HSA  has  had  public 
meetings  in  Newnan  only  twice  since  it  was  established.  The  HSA  v/ent  through  the 
motions  of  notifying  the  public  of  the  meetings,  but  no  real,  effective  effort  was  made 
to  obtain  real  community  input.  It  is  obvious  that  providers  control  the  HSAs  and  are 
n  iking,  and  will  continue  to  make  decisions  that  ignore  the  needs  of  our  community. 
And  because  of  the  way  the  board  members  are  chosen,  we  have  no  hope  that  things 
will  improve.  The  President  of  the  board  chooses  a  committee  which  nominates  the 
new  board  members,  and  this  slate  of  nominees  is  approved  by  the  board.  Nominations 
from  the  public  are  ignored  and  most  consumer  nominees  who  get  elected  are 
nominated  by  providers.  This  shuts  off  access  to  the  board  by  my  community  and 
allows  providers  to  go  on  making  the  same  decisions  they've  always  made— decisions 
which  ignore  the  cost  of  health  care  and  ignore  the  problems  of  access  to  that  care. 

Nor  has  the  HSA  done  anything  to  educate  us  about  health  care  or  health 
planning  so  that  we  can  become  more  aware  of  what  needs  to  be  done  and  what  we  can 
do.  Poor  people  are  aware;  we  may  not  be  book-wise,  but  we  are  experience-wise.  A 
lot  of  talent  in  the  poor  communities  is  being  overlooked. 
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A  good  exnmple  of  what  Imppens  when  poor  people  nre  kept  out  of  decision- 
making came  up  lost  your  when  the  Project  Review  Committee  of  my  USA  had  to 
consider  a  proposal  for  renovation  funds  for  Newnan  Hospital,  one  of  the  two  hospitals 
in  my  county.  The  other  county  hospital,  Cowetn  General,  had  also  asked  for  approval 
for  renovation  funds  in  about  one-third  the  amount  of  Newnan  Hospital's  request,  and 
the  committee  was  to  pass  on  both  requests.  Cowetn  General  serves  the  total 
community.  Newnan  Hospital,  on  the  other  Imnd,  does  not  accept  Medicaid  or 
Medicare  patients,  it  has  not  filed  a  Civil  Rights  compliance  form,  and  is  known  by  all 
as  a  hospital  tlint  treats  only  white  people.  (I  have  attached  clippings  and  documents 
that  confirm  this  practice.)  As  the  HHVV  representative  who  sat  in  on  the  committee 
meeting  put  it,  Newnan  Hospital  serves  only  "certain  members  of  the  community  'by 
ti-'idition.'  "  Coweta  General's  request  was  approved,  but  despite  what  I  have  told  you, 
tluj  USA  Committee  did" not  see  fit  to  come  down  with  a  vote  of  disapproval  on 
Newnan  Hospital's  request.  By  its  vote  the  committee  gave  HSA  endorsement  to 
racism  in  health  care.  This  could  not  have  happened  if  poor  people  had  been  included 
in  the  USA's  dpcision-making  structure. 

It  Ls  importniit  that  the  public,  particularly  the  poor,  really  become  involved  in  a 
monniiigtiil  \v;iy  in  HSAs.  Congress  intended  that  they  have  a  right  to  such  partici- 
pation, but  l!ie  providers  have  been  able  to  ignore  this.  To  me  this  means  either  the 
Act  was  moMiit  to  keep  providers  in  power  or  the  Act  has  not  been  enforced.  Congress 
must  do  something  to  insure  the  participation  of  poor  people  in  programs  that  are 
tncunt  for  them,  and  to  give  us  the  right  to  represent  ourselves,  not  to  have  others 
decide  what  we  need  or  make  decisions  for  us. 

Let  us  rcp'osent  ourselves.  We  are  the  people  most  unable  to  pay  medical  bills; 
we  are  more  concerned  than  anyone  else  about  keeping  health  care  costs  down,  and 
seeing  that  medical  facilities  are  available  for  all. 
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Newnon.  Georgio — Thursdoy.  Juno  9.  1 977 


Public  Hearing  Is  Scheduled  For 


A  $2.9  million  renovation  project  at 
Newnan  Hospital  may  jeopardize  a  ' 
similar  project  planned  by  Coweta 
General  Hospital. 

The  conflicting  building  projects  of 
.  both  hospitals  will  be  aired  openly  at  a 
public  meeting  tonight  in  AtlanU. 

The  issue  has  been  made  public 
with  both  hospitals'  desire  to  make 
certain  renovations.  Newnan  Hospital 
wants  to  make  $2,929,850  worth  of 
renovations  and  Coweta  General  wants 
to  make  $900,000  worth  of  renovations. 

There  is  a  federal  law  which  states 
that  health  care  facilities  (including 
hospitals,  nursing  homes,  etc.)  must 
gel  state  approval  for  expansions 
and/or  renovations.  The  law  affects 
only  those  institutions  which  receive 
federal  money  iochiding  Medicare  and 
Medicaid. 

An  agencv  has  been  formed  to  help 
administer  'the  law:  the  Health' 


Services  Agency  (HSA).  There  are  24 
counties  in  the  area  covered  by  the 
HSA  of  which  Coweta  county  is  a  part. 

The  purpose  of  the  law  is  to 
prevent  duplicated  services.  When 
there  are  duplicated  services,  more 
hospital  beds  are  vacant  and  hospital 
costs  (and  insurance  premiums)  go  up 
for  patients. 

Projecu 

Coweta  General  wants  to  con- 
struct, renovate  and  modernize 
several  areas  of  the  hospital  by  dosing 
three  intensive  care  areas  and  building 
one  new  intensive  care  area;  by 
renovating  a  20-bed  patient  care  unit; 
by'  enlarging  the  physical  therapy 
area ;  by  renovating  the  nurser>*  area 
and  through  renovation  establish  a 
new  pediatric  care  unit  The  project  is 
to  be  funded  by  a  federal  grant 

Newnan  Hospital's  project  is  for 
renovation  and  new  construction  to 
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Improve  the  existing  facility.  It  is 
planned  to  change  the  usage  of  several 
o'd  buildings  and  add  on  new  patient 
rooms,  diagnostic  and  treatment 
space,  as  well  as  office  and  related- 
spaces.  The  project  is  to  be  financed 
with  first  mortgage  bonds  (which  have 
already  been  sold),  cash  on  hand  and 
contributions. 

H  the  plans  of  both  hospitals  are 
approved,  there  will  be  more 
duplicated  services  in  Coweta  county. 
Hospital  insurance  premiums  are 
already  relatively  high  in  Coweta 
county. 

Newnan  Hospital  Is  ■  private 
institution  and  accepts  no  Medicare  or 
Medicaid  patients.  Although  the 
hospital  states.  "We  admit  patients 
regardless  of  race,  creed,  sex  or 
natior.aI  origin,"  black  people  are  not 
treated  at  the  private  feciiitv.  HSA 

nfficiats  sav,  "To  our  knowledge,  this" 
is  the  only  facility  in  the  state  of 
ge5?Eia  of  its  kind  (in  reiauon  to 
admission  policiesi.'^ 

Coweta  General  Hospital  is  a 
publicly-owned  hosplul,  supported  by 
tax  money.  It  accepts  all  patients. 
Right  now,.  CoweU  county  is  putting 
about  $150,000  per  year  into  the 
hospital  budget  to  supplement  Medi- 
care, Medicaid,  etc. 

If  Newnan  Hospital  Is  Improved 
with  renovations,  more  white  patients 
who  are  able  toj)ay  for  health  care 
may  go  to  Newnan  Hospital. 
Therefore,  more  beds  may  be  vacant 
at  Coweta  General  Hospital  and  the 
cosU  may  go  up  —  as  will  the  amount 
of  tar  money  needed  to  supplement  the 
hospital. . 

If  Coweta  General  is  Improved 
with  renovations,  there  is  a  chance 
that  some  white  patients  who  now 
palroniie  Newnan  Hospiul  wiU  go  to 
Cowcla  General  instead,  leaving 
Newnan  Hospital  with  empty  beds 
Ttje.n  costs  at  Newnan  Hospital  wiU 
increase.    •  .  
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^  Moll  Vmiiiucimnn.  Kxcsrulive  1)1- 
rcrior  o(  llic  North  Central  Georgia 
USA  (which  includes  Cowcla  county), 
and  Betty  Whisenant,  Chairman  of  the 
USA  Review  Committee,  met  with  the 
Coweta  General  Hospital  Authority 
Tuesday  at  Coweta  General  Hospital. 

Youngcrman  said,  "The  HSA  is 
geared  to  good  planning.  II  has  been 
proven  that  empty  beds  drive  prices  up 
and  under  -  utilization  tcnd5  to  cause 
costs  to  rise.  We  prefer  to  have  local 
folks  solve  their  own  problems  (of 
planning)  locally."  " 

He  said  he  had  tried  to  get 
Newnan  Hospital  officials  and  Coweta 
General  officials  to  meet  together  on 
the  present  planning  problem.  Coweta 
General  agreed  to  meet;  however, 
Newnan  Hospital  declined.  So  the 
meetings  were  held  separately. 

Because  of  the  lack  of  local 
cooperation,  the  preliminary  staff 
analysis  of  the  HSA  has  called  for 
denial  of  both  applications  or  approval 
of  both  applications  in  an  attempt  to 
force  the  two  hospitals  to  plan 
together. 


({urMion,  said  thai  I'owcin  ticni-iiirs 
plan  would  probably  have  been 
approved  as  "routine"  if  Newnan 
Hospital  had  not  submitted  its  plan.  He 
said  that  HSA  believes  some  of  the 
services  at  Coweta  General  and 
Newnan  Hospiuil  should  be  combined 
(the  obsetrics  unit,  the  pediatric  unit 
and  the  emergency  room).  "The 
census  of  these  units  is  low  at  both 
hospitals.  There  must  be  joint 
planning.  The  way  things  are  coming 
down  the  pike  (in  federal  laws>, 
Newnan  Hospital  cannot  exist  forever 
serving  a  select  clientele." 

Youiigerman  further  stated.  "Pri- 
vate hospitals  allege  that  planning 
agencies  (such  as  USA)  have  bias  in 
favor  of  county  hospitals  and  against 
private  hospitals.  That  is  not  the  case. 
Denial  of  these  two  projects  may  be  an 
incentive  for  the  hospitals  to  work 
together.  Approval  of  one  would  be 
open  to  charges  of  favoritism.". 

If  the  HSA  refused  to  consider 
Newnan  Hospital's  plan,  it  would  be  . 
considered  the  same  as  an  approval  of 
the  plan,  according  to  the  law. 


n»y  Imanl  wtiuki  be  .so  unomlli  ns  lo  Irv 
to.stop  Cowrw  General  Hospital  froiii 
getting  .nnylhing.  We  do  not  know  what 
'  the  future  holds.  We  could  all  be  under 
National  Health  Insurance  in  the 
future,  as  well  as  President  Carter's 
"CAT'S"  (which  will  provide  no  I 
reimbursement  from  the  federal 
government  for  capital  improvementr.  I 
if  not  proven  an  allowable  expense t.  It  i 
is  for  this  reason  that  we  submitted  our  j 
application  lo  the  HSA  for  approval. 
We  wanted  to  be  absolutely  above- 
board  and  go  through  the  proper  sute 
process  in  order  lo  protect  our 
patients." 

Baxter  said  that  he  has  alway'- 
assurcd  HSA  that  he  or  members  of  tJi'» 
.hospital  bo.Tfi  would  be  glad  to  meet  ti 
;  -  jl^i-ia  Newnan  Hospital's  application. 

Public  Hearing 

A  public  hearing  on  both  plans  will 
.  be  held  tonight  (Thursday)  at  7: 30  in' 
the  Red  Carpet  Conference  Room] 
(Suite 806)  at  1447  Peachtree  Street.  N 
E..  ir.  Atlanta.  Th«;Tteview  Conimitteej 
will  cons'^IftUUifc  plans  at  that  time,  j 

A  second  public  hearing  will  bei 
held  June  14  at  the  same  place  befot^l 
the  Executive  Committee  of  the  HSAri 
The  final  decision  v.ill  be  made  by  th«. 
Stale  Comprehensive  Health  Planning! 
Agency  this  month. 


Ewing  Bamett,  Administrator  at 
Coweta  General,  declared,  "Newnan 
Hospital  submitted  its  plan  'coinci- 
dentally'  at  the  same  time  Coweta 
General  submitted  its  plaa  Newnao 
Hospital  did  not  have  any  real  reason 
to  submit  the  plan  to  HSA  (since 
Newnan  does  not  need  approved  to  go 
ahead  with  the  project). 

Barnett  charged  that  Newnan 
Hospital  may  have  submitted  the  plans 
to  HSA  "to  block  Coweta  General's" 
application  for  approval.  "Coweta 
General  is  the  only  one  that  can  be  ■ 
injured  by  denial.  Newnan  Hospital 
has  already  sold  the  bdnds  and  is  going 
to  go  ahead  with  the  project.  All  this  is 
doing  is  perpetuating  the  clrcum- 
sunccs  that  have  existed  here  since 
19p2  (when  Coweta  General  was 
opened)." 

Barnett  continued,  saying  that 
Coweta  General  has  "tried  for  years" 
to  cooperate  v/ith  Nevroan  HospiUl  in 
planning,  but  "I  don'tbelieve  there  Is  a 
desire  for  Newnan  Hospital  to  plan 
wilh  Coweta  General.  If  you  (HSA) 
approve  both  plans  you  deny  the 
policies  of  good  planning.  If  you  deny 
both  plans,  Newnan  Hospital  is  going 
to  do  it  anyway.T 

He  further  charged,  "Newnan 
Hospital  has  no  desire  to  serve  the 
people.  Thirty-seven  per  cent  of 
Coweta  county  is  black.  Twelve  per 
cent  is  over  65  years  old  and  10  per  cent 
ere  Medicaid  patients.  That's  a  big 
whopping  percentage  of  this  county, 
and  they  don't  darken  the  door  at 
Ncwrjn  Hospital.  We  live  with  it  5nd 
we  do  our  best,  but  the  situalic;:  lends 
itself  lo  duplication.'  When  tlie  Review 
Committee  meets,  it  is  my  hope  that 
Uie  projects  will  stand  separately."  ; 


Coweta  County  Commission  Chair- 
man Johnny  Brown  commented,  "How 
can  it  be  considered  duplication  of 
services  by  the  HSA?  If  a  black  person 
needs  health  care,  he  can't  go  to 
Newnan  Hospital  to  get  it.  And  if  there 
is  some  special  kind  of  care  which 
Co\veta  General  cannot  give  because  of 
denial  of  this  plan,  where  does  this 
black  person  go  for  this  care?  It 
doesn't  matter  for  him  if  Newnan 
Hospital  has  it  or  not." 

"Newnan  Hospital's  Reply 

William  Baxter,  Administrator,  of 
Newnan  Hospital,  told  the  Times- 
Herald  Wednesday  that  as  far  as 
Newnan  Hospital  is  concerned,  there  is 
and  has  not  been  any  lack  of 
cooperation  with  Coweta  General. 
"Our  plans  for  expansion  and 
renovation  have  been  in  the  works' 
since  the  early  I970's."  he  stated  The 
plans  were  made  public  at  that  time; 
however,  the  economy  of  the  times 
made  it  impossible  to  carrj'  them  out 
and  the  project  was  postponed. 

"Last  February  our  board  of 
directors  re-activated  the  original 
plans  with  the  addition  of  provisions  • 
for  new  services  which  have  been 
instituted  since  that  time.  In 
September  of  1976  our  board  of 
direc;tors  entered  into  an  agrcemont 
with  I'ospilal  Building  and  Equipment 
Company  in  St  Louis,  Mo.,  lo  design 
and  draw  up  the  specifications  for  the 
necessary  renovation,  provided  that 
wc  could  secure  the  necessary 
money." 
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Memorandum  ""'^ 


DAFKr    June  22,  1977 


KOM      :      Cathy  Spiv^y-Paul  to^<5^- /?  -2 /f.  -^^ 

JBJECI  •      Trip  Report  -  North  Central  Georgia  llealtli  Systems  Agency,  Inc. 
Atlanta,  Georgia 
Date  of  Visit  -  June  9,  1977 


Purpose  of  Visit:     Observation  of  Review  Conuuii  tee  Meeting  (Agenda 
attached) 

Persons  Seen:     USA  Staff,  USA  Review  Con-jnittee 

Work  Performed:     Observation  of  the  North  Central  Georgia  USA  Review 
Committee  and  its  procedures  for  Project  Review 

Several  controversial  reviews  were  ronducted  by  tlio  USA  Review  Committee 
including  competing  applications  between  tho  Cnwela  General  llor.pital 
and  rhe  N'cwnnn  Hospital,  both  located  in  Ncwnaa.  CocuT.ia  and  both  applvina 
for  renovation  and  modernization.     Tlierc  was  miicli  discussion  coiirerning 
these  two  facilities.     Coweta  Genernl  Hospital  is  n  county  owned  facility 
which  serves  the  total  community  population,   includin;;  Medicare,  Mi-dliaid, 
etc.     Newnan  Hospital,  on  the  other  liaml,    is  a  I'rivaio  non-profit  iiospitat 
which  sen.'es  certain  members  oC  the  communLty  'by  tradition..     The  MSA 
appeared  to  be  instrumental   through  its  review  procoss  in  getting  these 
two  institutions  (  which  arc  located  dirciM  ly  across  from  i-acli  other)  to 
meet  and  attempt  to  reconcile  their  diCCcrenccs  oC  tlic  past  and  attempt 
to  coordinate  and  consolidate  their  planning  cCforLs  in  order  to  el Imin.ito 
duplicative  services.     Tho  I'cdornI  lU-proscntat  ivi-  was   involved  in  the 
discussion  in  order  to  provide  clarification  com irn in^  tl\o  process  under 
Section  1122  Reviews,  since  it  was  revealed  that  the  Newnan  Hospital 
apparently  iiad  a  "lack  of  timely  notice".     Tlie  USA  was.  advised  that  they 
should  review  and  ronmont  relativi>  to  (lie  need  for  t  lie  pnijioscd  Section 
1122  expenditures  and  that  the  secretary,  considering  the  roconunendat i on 
of  tlic  local  planning  agency  and  the  state  designated  planning  agency, 
would  make  a  determination  concerning  whi.-ther  rhe  cirrumstances  of  the 
laik  of   tiiiK'lv  nolli-i-  would  ov  would  not    pfocludi-  re  inibiir.'UMiK'nl  . 

Criteria  lor  the  Ku-vii-w  ol    L'roc  'itandiiir,  ainlui  1  a  i  i'ry-::u  ic  i  c.i  I  r.icllitios 
was  also  discussed  liy  the  Koview  C.oiiini  i  t  I  ee  .•.m'm.t  such  an  ai>pl  icat  ion  was 
pending  their  review.     Sini'o  the  Comiii  i  l  tee  delenninod  th.il    they  ilid  not 
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yet  have  enough  Informjtion  available  to  adequately  formunlte  review 
criteria  fr»r  this  specialised  service,  tlie  Review  Committee  recommended 
that  the  pending  application  be  declined  by  the  USA  [or  review  purposes 
at  this  time. 

Recommended  Follow-up:     The  Ncv-/nan  Hospital  reprcjicntatives  indicated 
that  they  would  be  in  toucli  with  the  llt'W  representatives  concerning  thetr 
Section  1122  lack  of  timely  notice. 
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RT/IBV  CCMMirrEE  >'J-XTIJiG 

suMMAHy  CF  prcx:eidd:gs 


Pod  Carpet  Conference  Rxm 

June  9,  1977 

Kennesaw  Life  Building 
_ 

7:30  P.M. 

- 

PRESE/r 

VISriDHS  (cont'd) 

Gerald  Bishop 

Dettv'  \\hisenant,  M.N. 

D.  E.  Miller 

EwLng  Bamett 

Mark  A.  Gould,  M.D. 

Frod  Higginbotham 

W.  H.  Hightower,  Jr. 

Audrey  Home 

J.  E.  Caxmon 

Herbert  Mabry 

A.  H.  Bcurron 

Rep.  Sidney  Marcus 

J.  J.  Thccmsscn,  Jr.,  M.D. 

Jo 'Ann  McClinton 

Johji  R.  Gerlack 

Paula  Bic]<nell,  r.n. 

Douglas  L.  Bijckner 

Joseph  Smith 

V7illiam  C.  Baxter 

Lawrence  Freenvm,  M.D. 

Thonas  H.  Braswell 

Jim  Kelley,  Legal  Counsel 

Calvin  A.  Bragy 

Charles  Eberhart 

ABSENT 

John  Strother,  Jr. 

Cliff  Goodiran 

Ken  Thigpen 

Dr.  Dan  Bleumenthal 

Wilna  Shelnutt 

Marguerite  Davis 

Ebrahim  M.  Alsieni 

ALSO  PRESEOT 

Robert  F.  Thcrtpson,  M.D. 

N.  Seldon  Brown 

ST?iFF 

Glen  Ware 

LKXVJJJ.  rLL^llLl'JrfTil, 

Joe  Taylor 

Mr.  Brooks 

N.  R.  Ealthrop 

Dennis  Herendeen  •  • 

C-erry  Mills 

Kathy  Spivey 

Jaines  Cobb 

Mr.  Mozer 

Troy  Cox 

Mr.  Fink 

Susan  Haskell 

Mr.  Ashford 

Frearajn  Vaughn 

Mrs.  Ashford 

Raymond  McQueen 

John  Hughes 

Doris  Metzler 

l^Ialt  Hildon 

Dick  Bledsoe 

VISITORS 

C.  E.  Brasch 

Ellis  Crook 

Luke  Barclay 

John  Stone,  M.D. 

1.  CALL  TO  ORDER 

The  meeting  was  called  to  orxlar  by  the  Vice-ChainrBn,  Mrs.  Betty  VfuLsenant, 
at  7:30  P.M. 
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II.  RBCOGNmCN  OF  VISITOI^S 

IhG  visitx>rs  were  recxjgnized  and  invited  to  participate  at  the  appropriate 

time. 

III.  APPROVaL  OF  PRXEEDI^:GS  OF  MftY  12,  1977 

The  Summary  of  Cantilttee  Proceedings  of  the  May  12,  1977  meeting  were 
approved  as  miled. 

IV.  ELDCTICT)  OF  OFFICERS 

Mrs.  tetty  Whisenant  was  nominated  and  unanimously  elected  to  serve  as 
ccnnittee  chairman  during  the  1977-78  year. 

Mr.  Fred  Higginbotham  was  nominated  and  unanimously  elected  to  serve  as 
vice-chairman  during  the  1977-78  year. 

V.  REVIB-S 

Mrs.  V/Mserant  rtaninded  the  Review  Ccmnittee  of  the  "Ctonflict  of  Interest 
Policy".    Four  conmittoe  members  declared  a  conflict  of  interest  and  abstention 
on  the  following  projects: 

Lawrence  Frearon,  M.D.  -  Both  DeKalb  General  Hospital  Projects 
Ewing  Eamett  -U^man  Hospital,  Coweta  General  Hospital 
Detty  I^Jhisenant  -  Brawner  Hospital 
Gerald  Bishop  -  Coyington  r-tmor  Lease 

NON-SUBSTANTI\^  REVinvS 

1.  Federal  Funds  Review  -  Central  DeKalb  Mentol  Health  Center  -  Continuation  Grant 
Mrs.  Bicknell  gave  the  task  force  report  supporting  the  center  and  by  voice 
vote  the  project  wns  unanimously  approved. 

2.  GA  1462  -  I>5Kalb  General  Hospital  -  Air  Conditioning  Erjuipment  Replacanent 
Mr.  Doug  Budcner  spoke  on  belialf  of  the  project  pointing  out  its  cost  justi- 
fication and  by  voice  vote  the  project  was  approved. 

3.  Federal  Funds  Review  -  Georgia  Regional;  Hospital  -  Atlanta  -  Training  Grant 
Dr.  Dennis  Herendeen  spoke  on' behalf  of  the  project.    1'he  project  was  approved 
by  a  voice  vote  of  ten  to  one. 

4.  Federal  Funds  Rcvi-j-v  -  Ehory  University  School  of  t-lodicine  -  Training  Grant 
Dr.  John  Stone  spoke  on  behalf  of  the  project  and  by  voice  vote  the  project 
was  unaniriDusly  approved. 

SJDSTANTIVE  REVTP.nJS  ' 

1.  GA  1459  -  Brawnex  Hospital  -  Rejx>vation  and  Bed  Replacement 

David  Miller  spoke  on  beJialf  of  the  project  explaining  that  tlie  18  nsr.v  patient 
roars  would  replace  34  existing  beds  witli  no  net  gain  in  hospital  bead  size. 
B^abara  Harvey  of  the  HSA-Mental  H-oalth  Task  Force  supported  tlie 
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projG!C±.    Mr.  Miller  ec<plained  that  the  hospital  took  N£dicare  patients  but 
the  State  rejulations  proliibited  them  from  receiv.ing  payment  for  f'leaicaid 
patients.    He  axplainexl  that  the  corporation  netted  aix;iit  5%  of  the  revenue 
for  profit  and  Doctor  Mark  Gould  explained  that  Uie  17-day  stay  was  not  un- 
cctmDn  for  the  type  patients  seen  in  the  facility.    The  vote  was  ten  to  zero 
for  approval  with- one  cibstention. 

2.  GA  1455  and  GA  1468  -  Cotveta  General  Hospital  cird  Ne/.nan  Itospital  -  Renovation 
and  Replaceirent.    The  chair  reocmrrended  that  both  projects  would  be  reviewed  at 
the  same  tojiie  witli  r.eparate  vote  beij^g  taken  after  presentation  and  discussion 
of  the  two  projects.    The  cormittee  agreed. 

Ewing  Barrett  spoke  on  behalf  of  the  Caveta  General  project.  He  stated  that 
the  lOJ/OCU  project  had  been  approved  last  year  (Project  GA  S1270)  and  the 
approval  expired  in  June  of  1977.    He  explained  that  EDA  funds  were  promised, 
cind  in  Decerber  1976  the  NCG-HSA  approved  an  expanded  hospital  project. 
At  Georgia  QIP  office  request,  the  project  was  scaled  down  and  resufctuitted 
as  project  #1455.    He  stated  joint  plemning  in  the  county  had  never  materia- 
lized even  though  there  was  no  opposition  to  joint  planning  by  Coweta  General 
Hospital. 

f-Ir.  James  E.  CarrnDn  pointed  out  that  Cov/eta  General  Hospital  serves  the  total 
comunity  while  NeATian  Hospital  does  not. 

Bill  feixter  spoke  on  behalf  of  the  Ngv-nan  Hospital  project  giving  the  history 
of  the  hospital  and  pointing  out  what  was  included  in  the  project.    He  csn- 
phasized  that  the  hospital  size  was  being  reduced  frcm  105  beds  to  100  beds. 
Mrs.  Whisenant  askadiV/hy  were  they  caning  for  review  since  they  don't  serve 
Medicare  and  Medicaid  patients.    Mr.  Beixter  replied  that  the  future  was  un- 
clear and  if  the  Carter  Adndnistration  Bill  was  passed  they  might  not  receive 
xeiirtoursement  for  interest  and  depreciation  expense.    Mr.  >Jabry  asked  if  the 
hospital  accepted  black  patients.    Mr.  Baxter  replied  yes  they  are  in  conpli- 
ance  with  the  Civil  Rights  Act. 

Mrs.  I'ihisanant  asked  if  they  had  signed  form  441  "Assurance  of  Compliance" 
with  the  Civil  Rights  Act.    Mr.  Baxter  answered  yes.    Joe  Taylor  reported 
on  the  HBV  Office  of  Civil  Rights  telephone  discussion  with  Mr.  Lang  v^ch 
indicated  that  HEW  has  no  record  of  Newnan  Hospital  signing  form  441 . 

Mr.  Baxter  was  asked  if  the  first  mortgage  bonds  had  been  sold.  He  answered 
that  hs  hoped  so.    Mr.  Baxter  was  asked  if  the  hospital  admitted  black  pa- 
tients and  he  einswered  no  one  was  refused  admission.    Joe  Taylor  explained 
the  efforts  to  arrange  a  joint  meeting  between  the  hospitals  viiich  was 
reported  on  in  the  tvro  analyses. 

Mr.  Baxter  pointed  out  that  the  hospital  did  not  accept  federal  funds  and 
did  not  need  1122  approval,  however,  they  did  think  they  should  go  for  review. 
He  said  the  "Bond  People"  want  them  to  get  1122  approval  to  help  retire  the 
debt.    He  felt  tJie  hospital  would  be  harrred  without  approval. 
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Mr.  Lindsey  Barron,  N'ewnan  liospital  Board  manlxir  jjisistcxJ  no  patients  would 
be  refused  because  of  race,  creed,  color  or  national  origin  and  asked  that 
both  hospital  projects  be  approved  becaose  of  rapid  population  growth  in  the 
county. 

Doctor  Thonasson,  Newnan  tbspital  surgeon  asked  for  approval  of  both  projects. 
He  stated  tlie  Newnan  fkjspital  Bonis  had  been  sold  now  and  they  have  already 
borrowed  the  ironey  needed  to  go  ahead.  He  said  their  1122  application  vs-as 
fileS  in  order  to  be  above  board  and  to  be  prepared  for  changing  Federeil  laws. 
Mr.  Smith  asked  Doctor  Ttonasson  if  he  ever  admitted  black  patients  to  Newnan 
Hospital.  Doctor  Thctnasson  replied  no  because  black  patients  would  rather  be 
at  Clcr.<;eta  General  Hospital  viiere  the  rest  of  tJie  black  patients  are  treated . 

At  this  point  Jim  Kelley,  HSA  legal'  counsel,  interrupted  to  point  out  that 
under  1122  regulations,  a  60  day  notice  is  required  before  an  obligation  for 
capital  expenditure  is  incurred.    The  expense  in  connection  with  the  sale  of 
bonds  is  a  capital  expenditure  cind  consequently  the  Reviesv  Committee  canrot 
reootnnend  1122  approval  because  of  the  obvious  lack  of  "Timely  Notice". 

Dr.  John  Wells,  Chief  of  Staff  of  Coweta  General  Kospital  pointed  out  since  the 
bonds  have  been  sold  and  the  money  is  on  hand,  Ne.vnan  fcspital  would  go  ahead. 
Coweta  Geneural  needs  approval  and  he  asked  the  ocsmdttee  to  please  vote  for 
the  Coweta  General  Hospital  project. 

Jim  Kelley  asked  I'lr.  Baxter  if  the  Newnan  Hospital  had  obligated  their  funds. 
Mr.  Baxter  replied  yes,  they  had  obligated  a  pox-tion  of  their  funds.  Mr. 
Kelley  pointed  out  that  the  Secretary  of  HB^l  would  m^^ike  tlie  detetmnation  on 
"Tinely  Notice".    Kathy  Spivey  fron  HE7W  Region  IV  office  pointed  out  that  the 
contnittee  would  reccnniend  to  tJie  State  of  Georgia  and  Uie  State  v.ould  recontiienc 
to  .the  Secretary  of  HEW,  then  HBV  ^^^ould  call  on  the  applicant  for  additional 
information  in  order  to  determine  if  there  is  a  lack  of  "Timely  Notice". 

Ewing  Bamett  pointed  out  that  Coweta  General  Hospital  had  to  have  1122 
approval  by  July  10,  1977  in  order  to  be  eligible  for  EDA  funds.  (Public 
VJ^rks  Pat  of  1976) 

Bill  Baxtex  asked  if  Uie  conmittee  could  recomrend  favorably  on  feasibility, 
need,  and  cost.  Mr.  Kelley  cinswered  yes  but  this  could  not  be  construed  cis 
1122  approval. 

Mr.  Bishop  moved  that  the  vote  on  the  tvso  projects  be  separate.    The  motion 
passed  unanimously. 

Mr.  Higginbotliam  called  for  the  vote  on  both  projects. 

The  vote  on  the  Coweta  General  Hospital  project  was  eight  to  two  for  approval 
vrLth  one  abstention. 


The  vote  on  the  Newman  Hospital  project  vas  five  to  five  with  one  abstention. 
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3.  GA  1463  -  DeKalb  General  Hospital  -  Radiation  Iherapy  project. 

Jack  Gerlack  spoke  on  behalf  of  the  DeKalb  General  Hospital  projc<rt  pointdng 
out  that  the  Linear  Accelerator  would  replace  an  old  1961  model  Cobalt  unit, 
that  there  wels  a  need  for  the  equipnent  and  it  vould  solve  a  severe  trcins- 
portation  problem  for  rrany  of  their  patients.    The  vote  was  six  to  three 
in  favor  of  the  project  with  two  abstentions. 

4.  GA  1464  -  North  Metro  Medical  Center  -  New  120  bed  hospital. 

Joe  Taylor  reported  that  Mr.  George  Desem  had  called  at  2:10  P.M.  this  date 
to  ask  that  this  project  be  withdrawn  without  prejudice  to  be  filed  later. 
Mr.  Desem  stated  that  a  fontal  letter  making  this  request  would  follow. 

5.  GA  1456  -  LaGrange  Medcraf t  Nursing  Hsme  -  Expansion  project. 

The  staff  pointed  out  there  was  no  need  for  additional  beds  in  the  I^Grange 
area  accprding  to  State  of  Georgia  criteria.    The  vote  was  seven  to  two 
against  approval  with  two  abstentions. 

6.  GA  1467  -  Progressive  Health  Care,  Inc.  -  Lease  of  Covington  Manor  nursing  Hone 
The  staff  pointed  out  that  there  is  an  excess  of  2300  beds  in  the  area  and 
that  leases  should  be  reviewed  as  if  they  are  new  projects.    Mr.  Bishop  pointed 
out  that  the  lessor  is  a  capable  firm.    The  vote  was  six  to  three  for  af^jroval 
with  two  abstentions. 

VI.  OTHER  BUSINESS 

Criteri;^  Developnent  for  Free  Standing  ArrJsulatory  Surgical  Facilities 

John  Strother  asked  that,  a  provision  be  added  to  the  criteria  that  would  exempt 
existing  facilities  or  facilities  under  construction  from  the  review  process. 
He  also  pointed  out  that  the  Orkland  Corporation  had  been  ooninissioned  to  dev- 
elop review  criteria  for  HEW  for  such  facilities.    This  study  has  just  been  re- 
leased and  he  asked  that  reviews  be  delayed  until  good  criteria  can  be  developed. 

Doctor  Freenan  moved  that  the  development  of  FSASF  review  criteria  be  tabled  until 
the  next  review  comvLttee  meeting.    The  vote  in  favor  of  this  motion  was  unanimous. 

VII.  ADjouPM'ffiyr 

The  meeting  adjourned  at  12:15  A-M.  by  unanirrous  consent. 
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STATEMENT  OF  COMMUiUT-Y  IlliALTIl  AND  MOMITOUING  niOJl-CT 
TO  THE  NORTH  CKNTIOXL  Cr^ORCIA  HSA  liKfiCUTLVIi:  COtCtlTTEE  '• 
JUNE  14,  1977 


We  are  becoming  increasingly  concerned  with  the  reluctance  of  the  NCG-HSA 
Review  Committee  to  treat  critically  the  secondary  and  tertiary  care  hospital 
proposals  submitted  to  it  and  to  reject  those  which  cannot  be  clearly  justified. 
The  projects  reviewed  last  Thursday  night  illustrate  this  problem. 

Tlie  first  substantive  project  reviewed  and  approved  was  a  proposal  by:,the  . 
Brawner  psychiatric  hospital  to  enter  into  a  1.1  million  dollar  renovation. 
The  chief  benefit  of  this  renovation  app-aars  to  be  the  provision  of  each 
semi-private  room  with  its  own  bath.    Tne  cost  would  be  felt  as  an  Increase 
in  the  daily  room  charge  of  about  $15.     An  increase  of  this  magnitude  does 
not  appear  to  be  justified  for  the  benefit  derived.    The  increase  will 
ultimately,  of  course,  be  borne  by  everybody  who  pays  health  insurance 
premiuas  and  social  security  taxes. 

The  review  committee  was  next  presented  two  hospital  renovation  projects 
for  Coweta  County  with  a  total  cost  of  nearly  U  million  dollars.     It  is  n o t 
clear  that  ma1 or  expenditures  on  hcspital  renovation  and  construction  for 
Cov/eta  County  can  be  justified  at  this  time.    Moreover,  the  larger  of  the 
two  projects  involved  ^ewnan  Hospital,  an  institution  against  which  a  charge 
of  racial  dlscrioination  in  admission  policies  was  leveled  by  a  black  minister 
from  Coweta  County  who  traveled  to  Atlanta  for  the  meeting  because  of  his 
concern  with  this  problon.     The  charge  was  not  adequately  answered.  The 
hospital  administrator  maintained  that  Newnan  Hospital  "has  had"  blacks  as 
patients,  but  could  not  renenber  when  or  how  many.    He  stated  that  Newnan 
Hospital  had  filed  a  form  All  with  the  Office  of  Civil  Rights,  but  when 
Mr.  Taylor  of  the  HSA  staff  pointed  out  that  he  had  called  the  Office  of 
Civil  Rights  and  no  such! form  had  ever    been  filed,  the  administrator  indi- 
cated that  he  did  not  know  which  federal  forms  he  might  have  signed,  stating 
only  that  "if  they  sent  us  one,  we  signed  it." 

Ultimately,  the  review  committee  vote  on  the  Newnan  Hospital  project  \^a.s 
tied  5-5,  with  one  abstention.    Although  the  HSA  decision  will  not  affect 
the  hospital's  connnitment  to  build,  since  no  federal  monies  are  involved, 
the  failure  of  the  conmittee  to  reject  the  project  in  principle  amounted  to 
a  failure  by  the  committee  to  reject  racism  in  health  care. 

Next,   the  committee  approved  the  purchase  of  a  $750,000  linear  accelerator 
for  DeKalb  General  Hospital.     U'hile  this  purchase  will  undoubtedly  add  to 
the  prestige  of  the  hospital,  it  is  another  very  expensive  acquisition  which 
will  not  fill  any  pressing  health-care  delivery  need  in  the  Atlanta  Metro 
area.     It  was  pointed  out  at  the  meeting  that  14  similar  pieces  of  radiation- 
therapy  equipment  are  in  place  or  on  order  in  this  area. 

A  concaon  thread  runs  through  all  these  proposals:  while  it  is  slTown  in  every 
case  that  the  project  will  benefit  the  institution  involved,  it  is  not  shown 
that  the  project  will  improve  the  state  of  community  health-care  delivery. 
In  each  case,  the  project  will  add  appreciably  to  the  overall  cost  of  health 
care.     None  of  the  projects  speaks  to  the  more  pressing  need  for  additional 
prlirary-care  services.  -  It  ir,  difficult  to  justify  such  projects. 
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We  arc  also  concerned  with  the  Increasing  difficulty  faced  by  concerned 
citizens  in  attempting  to  contribute  to  the  deliberations  of  the  NCG-HSA. 
Last  montR,  we  were  informed  that  persons  without  a  direct  financial  interest 
in  the  projects  being  discussed  would  be  allowed  to  speak  only  before  or 
after  the  Executive  Connnittee  meeting,  but  not  during  the  deliberations. 
We  also  now  find  that  staff  analyses  of  the  projects  are  no  longer  presented 
publicly  at  Review  and  Executive  Coraiuittee  meetings,  but  are  contained  in 
folders  to  which  only  committee  members  have  access.     It  was  also  our  under- 
standing that  important  HSA  meetings,  such  as  Executive  Conmittee  meetings, 
were  to  be  Included  in  the  weekly  public  meeting  announcements  in  the  Atlanta 
Journal-Constitution.    This  month's  Executive  Committee  meeting  was  not  so 
published. 


Thank  you  for  your  consideration  of  these  concerns. 
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Mr.  Chairman,  members  of  the  subcommittee,  my  name  is  Wayne  Pressel,  and  I 
am  an  attorney  in  private  practice  in  Atlanta,  Georgia.  Until  the  first  of  this  month,  I 
was  an  attorney  with  Georgia  Legal  Services  Programs  and  in  that  capacity  was  lead 
counsel  in  a  case  entitled,  Rakestraw  v.  Calif ano.  It  is  that  case  and  the  experience  of 
consumer  health  interests  in  Georgia  that  I  want  to  discuss  with  you  today.  While  I 
support  the  efforts  of  this  subcommittee  to  improve  the  Health  Planning  Act,  unless 
there  is  a  renewed  commitment  to  reform  the  structure  and  operation  of  the  Health 
Systems  Agencies  created  under  that  Act  so  that  consumer  participation  will  be 
ensured,  then  the  pursuit  of  cost-containment,  consumer  access  to  health  planning,  and 
quality  health  care  is  a  meaningless  endeavor. 

The  experience  of  consumer  health  interests  in  HSAs  in  Georgia  has  been  a 
paradigm  of  abuse  by  provider  interests.  Where  Congress  had  intended  to  create  a 
mechanism  for  consumer  access  to  health  planning,  the  six  Georgia  HSAs^'^  were 
conceived  of  and  are  controlled  by  provider  interests.  Where  the  Planning  Act  had 
intended  to  secure  fair  representation  of  heretofore  underrepresented  groups  such  as 
low  and  moderate  income  persons  and  women,  the  Georgia  HSAs  were  designed  to 
exclude  institutionally  those  interests  from  being  heard  much  less  represented.  In 
short  the  pro-consumer  provisions  of  the  law  have  been  politically  repealed  by  those 
whose  power  it  imperiled. 

It  is  not  surprising  that  this  has  occurred.  The  provider  interests  which  have 
historically  excluded  consumer  interests  were  organized  once  again  to  escape  the 
threat  to  their  unprecedented  powers  posed  by  Congress  through  the  Planning  Act.  In 
Georgia  the  strong  arm  of  the  Medical  Association  of  Georgia  had  been  deeply  involved 

^  The  North  Central  Georgia  Health  Systems  Agency,  the  Southeast  Georgia 
Health  Systems  Agency,  the  East  Central  Georgia  Health  Systems  Agency,  the 
Appalachian  Georgia  Health  Systems  Agency,  the  Central  Georgia  Health  Systems 
Agency  and  the  Southwest  Georgia  Health  Systems  Agency. 


813 


in  the  evolution  of  the  statute  and  had  carefuUy  plotted  the  course  of  events.  For 
example,  five  of  the  six  original  HSA  directors  were  immediate  former  employees  of 
the  Georgia  Regional  Medical  Program  (GRMP),  operated  by  the  Medical  Association 
of  Georgia  (MAG).  Former  staff  persons  of  the  GRMP  found  jobs  on  the  newly  formed 
HSAs.  The  North  Central  Georgia  Health  Systems  Agency  hired  as  its  Executive 
Director,  a  former  lobbyist  for  MAG,  who  in  that  capacity  had  lobbied  against  passage 
of  the  Planning  Act.  And  the  GRMP  had  orchestrated  formation  of  steering 
committees  which,  in  turn,  became  the  HSAs.  In  the  case  of  North  Central  Georgia 
HSA,  for  example,  the  GRMP  ran  the  steering  committee  meeting  at  which 
nominations  for  the  original  HSA  board  were  made.  GRMP  succeeded  in  systemati- 
cally voting  down  nominations  from  outside  the  GRMP  and  in  having  most  of  its  own 
nominees  placed  on  the  board  (30  of  the  63  board  members  were  members  of  the 
GRMP  Steering  Committee).  This  story  was  repeated  in  formation  of  the  other  five 
Georgia  HSAs  as  well,  with  provider-run  steering  committees  quietly  designing  board 
memberships  to  the  exclusion  of  the  public.  •  In  the  end  all  six  Georgia  HSAs  had  their 
consumer  members  specially  chosen  based  on  the  member's  provider  orientation  or 
health  industry  affiliation. 

In  1976,  when  individuals  and  groups  representing  low  and  moderate  income 
persons,  women,  the  elderly  and  the  handicapped  first  became  aware  of  the  existence 
of  HSAs  in  Georgia,  they  were  faced  with  these  virtually  impregnable  provider- 
dominated  organizations.  To  make  matters  worse,  five  of  the  six  HSAs  adopted 
systems  for  self-perpetuation  whereby  boards  of  firmly-rentrenched  providers  and  their 
specially  chosen  consumer  counterparts  selected  their  successors.  Nominating 
committees  appointed  from  the  board  members  by  the  board  chairman  utterly 
controlled  elections  by  selecting  the  names  that  would  appear  on  single  slate  ballots  on 
which  the  boards  invariably  passed  unanimous  approval.  With  one  exception,  the 
Georgia  HSAs  permit  no  one  but  existing  board  members  to  vote  in  these  "elections." 
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The  composition  of  all  six  Georgia  HSAs  totally  op  grossly  disregarded  represen- 
tation of  low  and  moderate  income  persons,  women  and  the  handicapped.-^  At  early 
public  hearings,  when  members  of  these  groups  complained  of  exclusion  from,  the 
process,  the  complaints  were  politely  heard  and  routinely  disregarded.  And  all  during 
this  time  many  consumer  slots  on  the  boards  were  filled  by  persons  who  were  patently 
indirect  providers. 

In  addition  there  was  a  full  panoply  of  traditional  barriers  to  meaningful 
participation  by  disenfranchised  consumer  interests.  Medical  professionals  dominated 
board  and  committee  meetings,  and  mystified  the  issues  and  solutions  in  jargon  and 
technical  language.  The  staffs  of  health  planners  were  of  little  assistance  to 
consumers  because  they  had  been  enlisted  directly  from  provider  organizations  and 
were  likely  to  return  to  provider  organizations  if  they  left  the  HSA,  and  thus  they 
ultimately  depended  upon  the  community  of  providers  for  success  in  their  careers. 
Meetings  of  powerful  committees  and  task  forces  were  inadequately  publicized  and 
reported.  No  HSA  established  subarea  councils,  despite  a  clearly  expressed  public 
desire  for  them,  because  this  would  have  forced  a  sharing  of  board  power  with 
consumer  interests. 

The  Georgia  HSAs  have  literally  defied  the  public  involvement  mandate  of  the 
Planning  Act.  Public  hearings  are  advertised  by  miniscule  announcements  buried  in  the 
legal  notices  section  of  newspapers.  Attendance,  since  not  encouraged,  is  poor;  one 
HSA  turned  out  one  person  at  two  meetings  and  ten  persons  at  a  third  meeting  held  on 
its  designation  application.  Comments  offered  by  those  who  do  attend  are  not 
transcribed  and  are  often  summarized,  abbreviated,  or  chopped  up  when  the  HSAs 
prepare  their  records  of  public  comments  for  submission  to  HEW.  Citizens  who  show 
up  at  HSA  board  and  committee  meetings  are  barred  from  participation,  first  by  denial 
of  the  opportunity  to  enter  into  the  discussion  on  the  floor  and  second,  by  refusal  to 

_ 

-  For  example,  on  the  East  Central  Georgia  HSA  18%  of  the  board  members 
have  low  or  moderate  incomes  (income  of  less  than  $15,000  annually)  while  89%  of  the 
population  of  the  HSA  area  have  low  or  moderate  incomes.  Women  comprise  51%  of 
the  population  of  the  ECG  HSA  area,  yet  have  only  19%  of  the  representation  of  the 
board.  In  the  State  of  Georgia  88%  or  the  families  have  low  and  moderate  incomes  but 
these  persons  have  only  an  average  of  26%  of  the  representation  on  HSA  boards. 
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distribute  copies  of  printed  materials  (staff  reports,  etc.),  necessary  to  follow  the 
course  of  the  meeting.  One  of  Georgia's  HSAs  held  its  meetings  during  working  hours 
of  weel<days;  another  cancelled  its  executive  committee  meeting  due  to  an  ice  storm, 
but  went  ahead  with  its  public  hearing  scheduled  for  the  same  evening. 

The  North  Central  Georgia  HSA  is  undergoing  a  process  of  having  its  Health 
Service  Plan  adopted,  a  plan  on  which  public  comments  were  required  by  law,  but  on 
which  public  comment  was  in  all  ways  prohibited.  Only  35  copies  of  the  900  page 
document  were  made  available  in  an  area  of  almost  2  million  people,  who  were  in  turn 
allowed  a  period  of  one  week  to  read  and  comment  on  the  document.  The  cost  to 
photocopy  the  document  was  $90.00.  The  HSA  has  stated  that  once  the  Plan  is 
accepted  by  HEW,  then  more  copies  will  be  available  for  "special  interest  groups"  such 
as  the  poor  and  middle  income  citizens  in  the  area. 

The  posture  assumed  by  HEW  as  the  regulating  agency  overseeing  the  HSAs  has 
made  it  a  partner  in  the  hoax  played  out  by  the  HSAs  against  all  health  care 
consumers.  HEW  has  had  the  opportunity  to  make  the  Planning  Act  a  useful  tool  for 
consumers  and  has  chosen  not  to  do  so.  It  has  utterly  failed  in  the  duties  assigned  it  by 
Congress  to  promulgate  regulations  to  implement  the  Planning  Act  by  July,  1976,  and 
has  demonstrated  that  it  has  no  intention  of  completing  regulations  by  its  year  long 
string  of  broken  promises  made  to  the  courts  to  have  guidelines  published. 

In  the  absence  of  regulations  HEW  has  been  conducting  monitoring  activities 
purportedly  guided  by  the  terms  of  the  Planning  Act,  but  very  often  in  clear  disregard 
of  these  terms.  Conducting  non-critical  reviews  of  HSA  activities,  HEW  has  admitted 
that  it  accepts  the  statistical  compilations  of  HSAs  without  review  and  accepts 
statements  from  the  HSA,  without  investigation,  that  its  board  composition  is  "broadly 
representative"  as  required  by  the  Planning  Act.  In  the  process,  HEW  has  designated 
HSAs  for  operation  when  HEW  admitted  it  was  in  the  dark  about  the  income  levels  of 
consumer  members,  their  organizational  affiliations,  by  whom  or  what  organization 
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they  were  nominated  and  whether  their  spouse's  source  of  income  relegates  theni  to 
provider  status.  Review  of  HSA  activities  now  amount  to  so  much  conjecture  as  to 
whether  anyone  on  the  board  of  an  HSA  might  be  representative  of  the  low  income 
sector  of  society,  about  whether  20%  female  representation  of  the  board  is  adequate, 
and  about  whether  any  of  the  numerous  public  officials  on  the  board  might  be  serving 
in  a  position  of  responsibility  for  health  care.  Decisions  as  to  whether  each  HSA  board 
is  representative  of  its  community  are  based  on  some  unarticulated  feeling  of  HEW 
staff  that  the  boards  are  or  are  not  out  of  line  with  an  assumption  that  if  things  were 
not  as  they  should  be,  the  community  certainly  would  let  it  be  known.  Of  course,  when 
public  comments  at  public  hearings  are  not  transcribed  but  instead  transformed  by  the 
HSAs  before  they  reach  HEW,  the  message  from  the  community  has  little  chance  of 
getting  through.  The  greater  problem,  of  course,  is  the  fact  that  so  little  of  the 
community  even  knows  it  is  being  represented  by 'its  HSA  board.  One  HEW  reviewer 
noted  this,  feeling  a  bit  reluctant  to  approve  of  the  HSA  serving  the  area  in  which  he 
lived  since  he  knew  he  would  not  have  been  aware  of  the  existence  but  for  his  job  in 
reviewing  it. 

In  defense  of  its  failure  to  enforce  the  Planning  Act,  HEW  excuses  itself  by 
asserting  that  the  explicit  teims  of  the  Act  require  no  more  of  it  than  it  is  now  doing. 
It  is  so  very  plain  that  HEW  is  unwilling  to  read  the  dear  intent  of  the  Act  that 
consumers  be  given  the  opportunity  to  determine  the  future  of  their  health  care. 
HEW's  abdication  to  provider  dominance  can  be  corrected  only  by  a  clearly  expressed 
mandate  from  Congress  contained  in  these  amendments  to  the  Planning  Act. 

Faced  with  this  seeming  impenetrable  array  of  provider  forces  and  HEW  apathy, 
the  consumer  groups  have  attempted  to  battle  their  way  into  some  position  of 
influence.  The  North  Central  Georgia  HSA  was  forced  into  holding  a  series  of  public 
meetings  after  formation  of  the  Community  Health  and  Monitoring  Project  (CHAMP), 
an  organization  which  has  confronted  the  HSA  and  had  limited  success  in  forestalling 
rampant  abuses  in  capital  expenditure  reviews.  The  Southeast  Georgia  HSA  was  forced 


817 


to  approve  a  badly  needed  clinic  in  downtown  Savannah  after  the  Coastal  Health 
Action  Group  (CHAG)  was  organized  and  attended  a  board  meeting  in  mass.  This  group 
was  also  successful  in  placing  several  of  its  candidates  on  the  HSA  governing  body 
through  the  only  elective  system  of  board  selection  in  the  state.  These  organizations 
should  be  nurtured  so  that  their  successes  are  the  rule  rather  than  the  exception. 

Finally,  individual  consumers  representing  low  and  moderate  Income  persons, 
women  and  the  handicapped  filed  a  lawsuit  in  federal  court  in  Atlanta,  Georgia, 
seeking  an  injunction  against  HEW,  the  Governor  and  all  six  HSAs,  requiring  that  the 
structure  and  operation  of  the  HSAs  be  reformed  to  ensure  their  participation. 
Although  the  court  action  is  still  pending,  the  Governor  and  the  six  HSAs  have  been 
dismissed  as  defendants.  This  dismissal  followed  the  decision  of  the  Fifth  Circuit 
Court  of  Appeals  in  Texas  ACORN  v.  Texas  Area  Five  HSAs,  in  which  the  court 
rendered  consumer  provisions  of  the  Planning  Act  largely  meaningless.  Very  simply 
the  court  ruled  that  "broadly  representative"  means  whatever  HEW  says  it  means  by 
regulation.  And  since  HEW  has  refused,  despite  promises  to  the  court,  to  issue 
regulations^  the  consumer  provisions  of  the  Act  now  stand  virtually  useless.  In  this 
vacuum  an  HSA  board  composed  entirely  of  providers  and  bank  presidents  could  legally 
get  HEW  approval. 

Hie  real  tragedy  of  the  lawsuit  was  that  it  had  to  be  brought  at  all.  The  intent 
of  the  Planning  Act  has  been  flagrantly  violated  by  the  HSAs,  and  HEW,  entrusted  with 
implementation  of  the  Act,  has  deliberately  ignored  the  situation.  As  too  often 
happens,  the  courts  became  the  avenue  of  redress  when  the  political  process  perverted 
the  intention  of  Congress.  And  because  the  courts  and  HEW  have  largely  forfeited 
their  chance  to  give  meaning  to  Congressional  intent,  Congress  must  now  state  clearly 
and  strongly  its  commitment  to  effective  public  participation  in  health  care  planning. 
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My  nnme  is  Martin  Ellin.  1  am  an  attorney  v/ith  the  Atlanta  Legal  Aid  Society, 
and  offer  testimony  as  a  member  of  that  organization  and  as  a  consumer  interested  in 
the  functions  of  the  Health  Systems  Agencies  in  Georgia. 

Following  is  an  assessment  and  evaluation  of  the  state  of  medical  care  delivery 
in  GeoTgia  prepared  v/ith  the  assistance  of  doctors,  attorneys,  paralegals,  health 
planners,  paramedics  and  consumer  recipients  of  health  care.  The  findings  and- 
conclusions  are  alarming— routine  medical  attention,  or  any  medical  attention  even  in 
emergency  situations,  is  virtually  unattainable  away  from  the  large  urban  areas  of  the 
state.  The  attached  documents  present  a  discouragingly  realistic  account  of  the 
inaccessibility  of  medical  services  faced  by  the  poor  of  Georgia,  a  crisis  v/hich  HS.'\s 
have  for  the  large  part  ignored. 

the  problem  appears  to  be  fourfold: 
•  1.    There  are  simply  not  enough  doctors  and  medical  clinics  in  non-urban  fereas. 
Those  living  in  rural  areas  lack  transportation  to  permit  them  access  to  urban  medical 
centers. 

2.  Most  doctors  in  rural  areas  do  not  accept  Medicaid  and  charge  prohibitive 
fees  in  advance  for  their  services;  the  few  doctors  and  hospitals  that  do  accept 
Medicaid  are  overburdened.  Individuals  tend  therefore  to  stay  at  home  and  suffer 
quietly,  even  with  serious  illnesses,  figuring  they  simply  will  not  succeed  in  being  seen, 
should  they  venture  out  to  seek  medical  treatment. 

3.  Even  if  patients  do  find  «  way  to  see  a  doctor  and  can  pay  his  or  the  clinic's 
fee,  these  expenses  leave  little  money  remaining  for  prescribed  medicine  or  medical 
aids. 

4.  The  concentration  of  medical  services  in  large  metropolitan  areas  is 
continuing,  or  worsening,  and  there  has  been  no  effort  by  the  IISAs  to  assess  and  to 
plan  for  the  medical  needs  of  the  underserved. 

The  attached  summaries  of  affidavits  speak  clearly  and  painfully. 
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SUMMARY  OF  AFFIDAVITS 

1.  Three  week  old  B.D.  was  treated  in  the  emergency  room  of 

the  Medical  Center  of  Central  Georgia  on  December  14,   1977.  B.D. 
was  afflicted  with  a  cough  which  v/as  choking  him.     The  examining 
physician  diagnosed  the  child  and  described  his  illness  as  a 
cold  in  both  lungs.     The  doctor  prescribed  some  medicine  and 
scheduled  a  return  appointment. 

B.D.'s  mother  returned  to  the  hospital  the  following 
week  with  her  child  in  a  worsened  condition.    As  a  matter  of  routine, 
the  desk  clerk  asked  Mrs.  D.  if  she  had  insurance  or  Medicaid. 
When  the  answer  was  "no"  to  both,  the  clerk  demanded  a  $30 
emergency  room  fee.     Mrs.  D.,  unaware  that  payment  of  the  fee 
might  be  arranged  after  the  child  was  seen  rather  than  before, 
sat  with  the  child  in  the  waiting  room  as  his  condition  grew  still 
more  serious.     Eventually  an  unknown  benefactor  paid  the  fee. 
Two  hours  later,  B.D.  was  seen. 
The  child  was  already  dead. 


2.  In  June  of  1977,  G.B.  was  working  as  a  migrant  laborer  in 

Florida  when  he  met  two  men  who  asked  him  to  come  to  Johnston, 
South  Carolina,  to  work  in  the  peach  harvest.     G.B.  agreed  to  their 
request  and  rode  with  them  in  the  back  of  a  truck  to  South  Carolina, 
exact  location  unknovm . 
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\#ien  it  came  to  settling  the  wages  that  G.B.  was  to  receive 
a  dispute  broke  out.     G.B.  v;as  put  on  a  chain  and  dragged  behind 
a  truck,  apparently  to  teach  the  other  migrants  involved  in  this 
recruiting  trip  a  lesson.     G.B.  was  in  time  discovered  near  the 
Georgia-South  Carolina  border  and  taken  by  the  North  Augusta-Belvadere 
Rescue  Squad  to  the  University  Hospital  for  treatment  of  the 
extreme  abrasions  and  lacerations  he  had  received.     The  hospital 
examined  him,  determined  that  he  was  not  in  a  "life-endangering" 
situation  at  that  time,  and  refused  to  treat  him.     G.B.,  without 
funds,  had  nowhere  else  to  go  for  treatment. 

He  was  finally  seen  two  weeks  later,  when  he  had  infections 
all  over  his  body  and  could  barely  move. 

3.  S.C.  is  a  20  year  old  mother  of  two,  expecting  a  third 

child  in  May,  and  is  the  sole  support  of  her  family. 

In  Spring,  1977,  in  the  last  stage  of  her  second  pregnancy, 
she  became  ill.     Family  and  friends  called  her    obstetrician  , 
who  refused  to  see  her.     \ihen  her  condition  worsened,  friends 
drove  her  to  the  emergency  room  at  the  closest  Hill-Burton 
hospital.     S.C.  was  admitted  for  the  night  and  finally  saw  her 
doctor  the  following  morning  when  he  made  his  daily  rounds. 
This  was  only  the  third  time  she  had  seen  him  during  the  entire 
pregnancy. 

She  has  seen  an  obstretrician  only  once  during  her  third 
pregnancy,   for  the  few    obstetricians  who  practice  in  her  county 
work  in  a  clinic  which  requires  payment  in  advance.     S.C.  simply 
does  not  have  the  money. 
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4.  S.C.  was  involved  in  an  auto  wreck  in  early  November  in 

Burke  County,  Georgia,   and  was  taken  by  ambulance  to  the  University 
Hospital  in  Augusta.     This  hospital  is  a  Hill-Burton,   "open  door" 
facility,  and  therefore  should  not  turn  anyone  away  because  of 
inability  to  pay,   or  throw  them  out  once  admitted  if  they  still 
require  treatment.     S.C.  was  treated  at  University  Hospital, 
but  when  his  ninety  days  of  Medicare  coverage  were  about  to 
expire  his  relatives  v;ere  advised  to  immediately  remove  S.C. 
from  the  hospital,  since  he  would  then  be  unable  to  pay. 

S.C.  was  still  unconscious  and  in  intensive  care  when 
the  hospital  recommended  that  he  be  discharged. 
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Mr.  Chairman,  meitibers  of  the  Ccmnittee,  I  am  Melissa  F.  Greene,  a  para- 
legal with  Georgia  Legal  Services  Programs,  and  a  maiiber  of  the  steering 
coninittee  of  the  Coastal  Health  Action  Group  (CHAG) .    CHAG  is  a  grass-roots 
consumer  organization  in  Savannah,  Georgia,  vMch  has  in  the  past  year  ad- 
diressed  local  issues  vtdch  threatened  to  increase  health  costs  for  our  area 
or  vAiich  presented  barriers  to  people  in  need  of  medical  services. 

Ihroughout  1977,  up  to  the  present,  CHftG  members  have  tried  to  affect 
the  decisions  of  the  Southeast  Georgia  Health  Systems  Agency,  first  as  out- 
siders and  oomiunity  advocates,  then  as  catmittee  members,  and  presently 
as  elected  members  of  the  HSA  Board  of  Directors.    We  believe  in  regional 
hecilth  planning  as  a  logical  and  necessary  process,  but  we  believe  it  is 
too  inportant  to  be  dominated  by  health  care  providers.    We  have  attempted 
to  participate  in     cisions  made  by  our  HSA,  but  have  found  that  our 
successes  depended  upon  our  political  maneuvering  and  ad  hoc  strategizing. 
Ite  Planning  Act  provides  no  simple  way  for  individuals  or  oonsuner  groi;ps 
to  influence  the  HSAs  and  no  institutional  safegxiards  to  protect  and  develop 
their  contributions  if  they  win  access  to  the  system. 

I  will  describe  my  group's  involvement  with  the  Southeast  Georgia 
HSA  to  illustrate  first,  that  ccxisumers  are  beocming  aware  of  the  Planning 
Act  and  are  eager  to  learn  about  and  participate  in  health  care  planning, 
and  second,  that  consuners  still  must  engage  in  political  battles  to  over- 
come traditional  provider  control  of  the  planning  process. 

Southeast  Georgia  Health  Systems,  Inc.  (SEX3iS)  is  unique  among  HSAs 
in  Georgia  in  that  it  is  an  open  membership  corporation  in  which  members 
have  voting  rights  in  the  annual  elections  of  board  members.    To  run  for 
a  board  positicai  or  to  vote  for  board  members,  a  resident  of  the  24-oounty 
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service  area  must  be  at  least  18  years  of  age  and  must  <xnplete  an  applicaticm 
for  HSA  corporation  manbership.    This  system  stands  in  contreist  to  that  of 
Georgia's  other  five  HSAs  in  v^ch  only  existing  board  members  are  given 
votes  in  the  selection  of  their  successors.    The  experiences  I  wish  to 
relate  to  you  demonstrate  that  despite  the  open  membership  mechanism,  the 
SBGHSA  has  failed  to  publicize  its  existence  and  its  activities  adequately 
and  has  placed  obstacles  before  consumers'  atteirpts  to  participate. 

SEGHSA  was  incorporated  in  Septariber  1975  and  had  its  first  election  in 
October  of  that  year,  but  most  consumers  did  not  even  become  aware  of  the 
existence  of  the  HSA  for  nearly  a  year.    Though  half  a  dozen  Legcil  Services 
erployes  voted  in  the  HSA  electic»i  of  October  1976,  the  election  was  still 
dominated  by  provider  groups. 

The  first  issT.e  to  arouse  consumer  interest    involved  HSA  refusal  to  act 
en  a  prc^xasal  vMch  we  believed  might  greatly  benefit  poor  communities. 
In  October  1976,  the  HSA  was  asked  to  request  designation  by  HEW  of  down- 
town Savannah  as  a  "medically  underserved  area."    A  public  health  clinic  had 
been  proposed  by  United  V7ay  health  council  monbers  and  federal  funding  for  the 
clinic  depended  in  part  on  the  HSA's  requesting  this  designation,    -ll-^  Legal 
Services  supported  this  proposal  because  we  believed  that  downtown  Savannah 
desperately  needed  the  public  health  clinic.'^/   Of  the  37  0iysicians  serving 
the  downtown  area,  13  were  nearing  retirenent  age,  and  only  5  were  accepting 
new  Medicaid  patients.    The  private  downtown  hospital  was  planning  to  relocate 
south  of  town  v^ch  would  leave  the  downtcwn  residents  mthout  an  emergency 
room  and  an  out-patient  facility;  and  the  only  indigent  care  clinic  in  the 
city  was  over-crowded  and  takes  half  an  hour  to  reach  by  bias  fron  downtown. 


1/  Of  the  52,000  residents  of  downtown  Savannah,  22,000  have  inocmes 
below  the  poverty  level.    12.4%  of  downtown  residents  are  elderly. 


26-219  O  -  78  -  pt.  1  -  53 


824 


The  HSA  Project  Review  Committee  voted  to  recommend  that  the  HSA  seek  that 
•.ignation,  but  on  February  17th  the  USA  Executive  Committee  rejected  the  Review 
ninittee's  recommendation.    Medical  Society  members  serving  on  the  Executive 
nmittee  questioned  the  need  for  the  clinic  and  stated  that  the  Medical  Society 
could  address  the  needs  of  the  downtown  population. 

On  March  3,  1977^  the  Project  Review  Committee  again  voted  for  designation. 
On  M  ti'ch  9th,  the . Executive  Committee  again  rejected  the  committee's  recom- 
mendHtion.  Representatives  of  Georgia  Legal  Services  presented  affidavits  from 
downtown  residents  and  heads  of  agencies  appealing  to  the  Executive  Committee  to 
reconsider.  The  Committee  appointed  a  special  task  force,  chaired  by  one  of  the 
private  practicing  physicians  opposing  the  clinic,  to  investigate  further. 

On  April  21,  1977,  the  Executive  Committee  met  to  consider  this  task  force's 
recommendation  that  designation  NOT  be  sought  for  downtown  Savannah.  On  that 
date,  the  newly  formed  Coastal  Health  Action  Group  attended  the  Executive 
Committee  meeting  to  shov;  v/idespread  community  support  for  the  proposed  clinic. 
An  attorney  for  the  group  read  HEW's  guidelines  to  the  Executive  Committee,  pointed 
out  that  all  evidence  indicated  that  downtown  Savannah  did  indeed  fall  within  the 
definition  of  a  "medically  underserved  area,"  and  recommended  that  the  HSA  seek 
designation.  In  response  to  the  group's  overwhelming  presence,  the  Executive 
Committee  voted  to  seek  HEW  designation  and  funding  for  the  clinic.  Had  our 
consumer  group  not  intervened,  the  provider-dominated  board  would  have  allowed  the 
proposal  to  be  tabled. 

A  similar  strategy  of  public  education  and  mobilization  was  relied  upon  by  the 
Coastal  Health  Action  Group  to  influence  the  HSA's  decision  regarding  a  request  by 
Candler  General  Hospital  for  HSA  approval  of  65  additional  beds  for  its  proposed  new 
facility.  Candler  had  received  approval  from  the  State  Comprehensive  Health 
Planning  Agency  to  build  the  new  facility  with  a  capacity  for  275  beds,  but  the  Candler 
staff  determined  that  the  new  building  needed  a  greater  capacity.  Candler  was  leaving 


825 


downtown  Savannah  in  order  to  relocate  five  blocks  from  the  county-subsidized 
hospital,  Memorial  Medical  Center.  The  proposed  move  would  leave  downtown,  with 
its  high  proportion  of  poor,  black,  elderly,  and  disabled  residents,  without  a  hospital  or 
emergency  room.  The  relocation  next  door  to  iMemorial  would  jeopardize  the  financial 
stability  of  the  county  hospital  and  would  duplicate  services  and  equipment  provided  by 
Memorial,  while  offering  the  most  expensive  private  rooms  in  the  region. 

CHAG  publicly  opposed  Candler's  move  and  their  request  for  additional  beds. 
Statements  made  by  CHAG  members  generated  constant  controversy  through  the 
newspapers  and  television  news,  and  sparked  a  new  kind  of  dialogue  between  the 
hospitals:  Memorial  proposed  merger  to  Candler.  For  a  short  while  it  appeared  that 
consumer  intervention  might  force  the  provider  community  to  consider  service- 
oriented,  cost-containment-oriented  alternatives,  but  Candler  declined  the  merger 
proposal. 

The  USA  held  a  public  hearing  on  the  bed  issue  in  response  to  the  high  level  of 
public  interest.  The  hign  turnout  of  140  people  was  an  unprecedented  attendance  at  a 
public  hearing.  The  USA  staff  had  thoroughly  researched  the  bed  issue  and  concluded 
that  (I)  there  was  a  predicted  surplus  of  over  140  beds  by  1985  without  the  65  additional 
beds;  and  (2)  Candler's  proposal  showed  only  superficial  cooperation  with  other  area 
facilities  and  included  too  much  duplication  of  services  and  equipment.  The  HSA  board 
voted  to  deny  Candler's  request.  This  denial  was  the  first  time  the  HSA  denied  any 
application  submitted  to  them.  The  denial  exemplifies  the  kind  of  responsible,  well- 
researched,  and  cost-containing  decisions  reached  v/hen  the  HSA  board  is  made  to  feel 
the  presence  of  an  informed  and  watchful  public. 

The  Southeast  Georgia  HSA  on  these  two  occasions  was  responsive  to 
demonstrated  public  opinion.  Unfortunately,  this  is  not  enough:  HSAs  do  not 
adequately  publicize  their  meetings  and  upcoming  reviews,  and  few  consumer  groups 
have  the  resources,  time,  or  staff  to  monitor  and  publicize  every  action  of  the  local 
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HSA.    The  itobilizaticn  of  60  to  100  pec^le  to  reac±  to  HSA  issvies  can  be 
effective,  but  it  is  unfair  to  demand  that  consumers  constantly  demonstrate 
mass  support  for  their  ideas,  while  the  providers,  by  virtue  of  their  organ- 
ization and  familiarity  with  the  process,  easily  dominate  the  decision-making. 
Much  more  valuable  in  the  long  run  will  be  attainment  by  ocmsumers  of  positions 
of  genuine  power  and  responsibility  within  the  HSAs.    The  HSAs  need  to  make 
themselves  accessible  to  consumers  and  to  public  oomnnent  by  publicizing  their 
activities  (by  means  other  than  announcements  buried  among  the  legal  notice 
sections  of  local  newspapers) ,  by  developing  viable  means  of  surveying  the 
needs  of  the  service  area  populaticais,  and  by  de-mystifying  their  processes 
for  their  consimer  board  and  conmittee  members. 

In  the  surrmer  of  1977,  CHAG  decided  it  vrould  be  more  practical  to  find 
a  way  to  participate  in  the  next  USA  board  electicxi  than  to  rely  chi  its  ability 
to  discover  and  reilly  around  specific  critical  issues.    The  HSA  election  was 
scheduled  for  Octc^Der  20th,  and  there  were  25  vacancies  to  be  filled. 

Although  the  criteria  to  become  a  voting  mendber,  as  menticxied,  are  not 
rigorous,  they  are  practically  secret.    Hie  HSA  publishes  the  mandatory 
notices  of  election  but  does  little  and  ineffective  outreadi  to  area  residents. 
Solicitation  materials  for  making  nominations  were  sent  to  all  corporate  members, 
units  of  city  and  county  government,  and  health-related  agencies  and  organizaticxis, 
but  the  vast  majority  of  the  consumer  population  remained  unaware  that  an  election 
was  taking  place,    ©le  applications  for  corporate  membership  were  avadlable 
only  from  the  HSA  office  in  Brunswick,  Georgia.    The  election  Weis  held  one 
evening  only  in  Jesxap,  a  ninety  minute  drive  from  Savannah  v*iich  is  the 
largest  city  in  the  service  area.    Nb  transportation  to  or  from  the  election 
site  was  provided,  and  there  was  no  proxy  voting  or  voting  by  mail  permitted. 
Ttie  latter  policy  alone  excluded  the  poor,  the  handicapped,  and  the  elderly 
from  participating  in  the  electicMi. 
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The  Coastal  Health  Action  Group  performed  the  functions  which  ought  to  have 
been  undertaken,  but  were  not,  by  the  HSA.  CHAG  publicized  the  election  by 
publishing  press  releases,  appearing  on  radio  and  television,  and  distributing  member- 
ship applications  and  sample  ballots.  To  the  extent  that  our  budget  allowed,  we 
provided  transportation.  We  nominated  2  consumers  and  2  providers  for  board 
positions,  and  we  publicly  endorsed  15  others.  The  corporate  membership  rolls  swelled 
dramatically  in  the  months  prior  to  the  election  and  over  350  corporate  members 
attended  the  election  in  Jesup.  All  candidates  nominated  or  endorsed  by  CHAG  were 
elected. 

The  election  experience  made  it  woefully  clear  that  provider-dominated  HSAs 
have  neither  the  inclination  nor  desire  to  promote  consumer  involvement  in  HSA 
operations.  Had  CHAG  not  been  involved  and  publicized  the  election  by  means 
designed  to  attract  participation,  I  have  no  doubt  that  the  same  provider-oriented 
board  would  have  been  elected.  And  I  am  confident  that  had  this  not  been  the  only 
<^en  board  selection  system  in  Georgia  we  would  not  have  succeeded  on  the  urban 
Health  Center  and  Candler  Hospital  issues  much  less  elected  some  of  our  own  people 
to  the  board. 

Having  won  seats  on  the  HSA  board  and  on  task  force  committees,  consumers 
were  next  confronted  with  almost  impossible  odds  against  their  meaningful  involve- 
ment in  HSA  business.  Given  only  sketchy  orientation  and  inundated  with  reams  of 
technical  and  statistical  information,  they  were  expected  to  negotiate  with  provider 
members  on  equal  terms.  The  board  members  elected  in  October,  1977,  were  given  a 
day  and  a  half  orientation  in  November  and  were  asked  to  vote  on  the  final  draft  of  the 
Health  Systems  Plan  in  December.  Said  one  new  consumer  representative,  "I  didn't 
even  understand  some  of  the  words.  I  wouldn't  know  what  to  disagree  with.  It  was  sort 
of  a  rubber  stamp." 

The  consumer  committee  and  board  members  contacted  by  CHAG  describe  their 
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HSA  experience,  almost  \vithout  exception,  as  a  period  of  unrelieved  confusion. 
Kenneth  Hindman,  a  year-long  member  of  a  committee  stated,  "The  consumers 
naturally  realize  their  lack  of  expertise,  and  the  resultant  fear  of  making  the  wrong 
decision  makes  it  hard  for  the  plan  to  mean  anything.  The  pressure  to  create  a  product 
by  a  certain  deadline,  relayed  to  members  by  the  staff,  make  committee  members 
even  more  insecure.  The  staff  typically  reacted  to  these  fears  or  to  requests  for 
further  study  by  stressing  the  changeability  of  the  plan  over  time  and  the  necessity  of 
submitting  something.  With  the  consumers  lost  and  some  of  the  providers  acting  like 
they'd  been  appointed  to  some  honorary  post,  like  Rotarians,  the  staff  seemed  to  be 
the  only  ones  with  any  stake  in  the  plan." 

In  practice  the  USA  staff  described  the  process,  introduced  the  priorities,  and  in 
some  cases  overrode  the  desires  of  the  committee  members.  In  July  of  1977,  the  staff 
working  with  the  Secondary /Tertiary  Committee  despaired  of  getting  action  from  the 
committee  and  announced  that  a  consultant  had  been  hired  from  out  of  state  for 
$5,000  to  complete  the  committee's  work.  And  when  the  committee  did  arrive  at  its 
own  decisions  the  decisions  were  almost  never  based  upon  surveys  of  consumer  needs 
or  desires  but  were  instead  reached  in  a  vacuum. 

Conclusion  • 

The  Coastal  Health  Action  Group  proposes  that  Congress  adopt  amendments  to 
the  Planning  Act  requiring  that  at  least  10%  of  each  HSA  budget  be  designated  for 
consumer  board  education  and  public  participation.  And  since  any  system  of  board 
education  will  be  ineffective  in  the  context  of  a  provider-dominated  board  (or  even  a 
provider-dominated  education  program),  it  is  critical  that  Congress  state  more  clearly 
its  commitment  to  the  representation  of  low  and  moderate  income  persons,  women  and 
the  handicapped  on  HSA  governing  bodies  which  have  in  reality  not  been  "broadly 
representative"  of  community  interests. 
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Testimony  of  Anne  A.  Smart 
Regarding  the  Mid-Louisiana  HSA 

My  name  is  Anne  A.  Smart.     I  reside  in  Baton  Rouge, 
Louisiana.     I  am  here  to  testify  relative  to  my  concern  that 
poor  folks  like  myself  are  finding  it  virtually  impossible  to 
gain  membership  status  on  the  boards  of  HSAs.     I  am  a  welfare 
and  Medicaid  recipient.     I  also  serve  as  a  member  of  the  Legal 
Services  Corporation  Clients  Council  and  National  Welfare  Rights 
Organization  and  am  Chairperson  of  the  Louisiana  Hunger  Coalition. 

The  mandates  of  9  3-641,  that  the  governing  body  of  a  Health 
Systems  Agency  be  composed  of  a  majority  of  consumers  "who  are 
broadly  representative  of  the  social,  economic,  linguistic  and 
racial  populations,  geographic  areas  of  the  health  service  area, 
and  major  purchasers  of  health  care*,  are  not  being  met.  The 
mid-Louisiana  HSA,  which  sits  in  Baton  Rouge,  is  typical  in 
that  it  ignoresjthis  mandate,  and  its  decisions  typify  the  poor 
decisions  that  are  made  by  non-representative  governing  bodies. 
Tlie  immediate  consequence  is  that  the  federal  health  care  priorities 
of  serving  the  underserved  and  cost  containment  are  not  being  met. 

The  mid-Louisiana  HSA's  Health  Service  Area  II  covers  24 
parishes.     The  governing  body  is  composed  of  16  consumer  and  14 
provider  members.     A  recent  Bureau  of  Social  Science  Research,  Inc. 
study  reveals  that,   in  1976,  nearly  40%  of  all  families  in  HSA  II 
had  family  incomes  of  less  than  $10,000.**  Nearly  60%  of  all 

*   42  use  §   3001-  'l(b)  (3)  (C)  (i) 
**  Only  1  board  member's  family  income  is  less  than  $10,000. 
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families  had  incomes  below  $15,000.     Only  one  other  board  member 
has  a  family  income  below  $15,000.     Although  60%  of  the  families 
in  the  Service  Area  have  incomes  below  $15,000,  less  than  13% 
of  its  board  reflects  this  "economic"  characteristic.    No  other 
board  member  has  been  selected  by  the  poor  to  represent  their 
interests.     Furthermore,  this  HSA's  executive  committee,  which 
makes  most  of  the  important  HSA  decisions,  is  composed  of  fifteen 
board  members.     Of  these  15,  9  are  consumers  and  of  those  9, 
only  1  has  an  income  below  $15,000,    However,  60%  of  our  population 
have  incomes  below  that  amount. 

This  HSA  has  obviously  attempted  to  adhere  to  the  "racial 
and  geographic"  mandates  of  93-641  because  7  consumers  are  black 
and  there  is  an  equitable  split  between  metropolitan  and 
non-metropolitan  characteristics.     Economic  characteristics 
were  not  considered,  however,  so  once  again  the  poor  are  denied 
access  to  decision-making  power  for  themselves  or  their  chosen 
representatives . 

Their  absence  has  lead  to  the  drafting  of  an  HSP  with  no 
consideration  of  the  significant  problems  of  the  medically  under- 
served  population  of  the  area.  I  have  studied  the  HSP,  with  the 
help  of  a  health  planner,  to  look  for  its  strength  and  weakness.* 
The  demographics,  however,  outline  the  true  socio-economic 
situation  in  Louisiana's  HSA  II. 


*I  understand  the  statistical  base  is  inadequate. 
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Part  I  ^ 

Demographics 

The  Mid-Louisiana  Health  Service  Area  is  composed  of  a 
population  1  hat  is  8%  over  age  64,   40%  rural,   30%  black  and 
25%  below  the-  poverty  line.     Sixty  percent  of  the  black  popula- 
tion and  40o  of  the  white  population  live  in  housing  built 
before  1950.     Eleven  percent  of  white  dwellings  are  overcrowded 
and  4%  lack  plumbing.     Thirty  percent  of  black  dwellings  are 
overcrowded  and  30%  lack  plumbing.     (19  70  census  reported  in 
the  draft  health  systems  plan.)     More  than  80%  of ' the  persons 
receiving  public  assistance  in  this  area  are  black  and  80%  of 
the  unemployed  are  black   (Louisiana  State  Department  of  Health 
and  Human  Resources  and  Employment  Security,  19  75).  In 
the  private  economy,  in  the  three  standard  metropolitan  statis- 
tical areas  of  Baton  Rouge,  Lake  Charles  and  Lafayette  56%  of 
the  white  workers  are  employed  in  white  collar  jobs,  41%  blue 
collar  jobs  and  3%  in  service  jobs.     Of  the  blacks  who  are 
employed  in  these  areas,  21%  are  in  white  collar  jobs,  55%  are 
in  blue  collar  jobs  and  21%  in  service  jobs.      (Equal  Employ- 
ment Opportunity  Commission  Report,   1973) . 

Part  II 

Health  Status  of  the  People  in  Mid-Louisiana  Health  Service  Area 

The  aggregate  infant  mortality  rate  is  16%  for  whites  and 
27%  for  blacks  of  which  the  v/hite  neo-natal  mortality  rate  is  12% 
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and  the  black  is  19%.     The  post  neo-natal  mortality  balance  which 
relates  to  nutrition,  shelter  and  so  forth  of  children  after  28 
days  of  life  is  4%  for  whites  and  8%  for  blacks.     A  comparison 
of  black     teenage  /births  to  white    shows  31  for  each  thousand 
live  births  to  19  white     (1970  census  material  and  State  Depart- 
ment of  Health  and  Human  Resources  material  reported  in  the 
draft  of  health  systems  plan) . 

PART  III 

Data  Sources 

From  the  foregoinc;  it  is  obvious  that  the  health  systems 
plan  of  the  Mid-Louisiana  HSA  exhibits  carefully  selected  data 
on  the  characteristics  of  the  population.     This  data  was  compiled 
by  Federal  and  State  agencies,  local  governments,  and  provider 
oriented  national  organizations.     Relevant  materials  developed 
locally  appear  to  be  non-existent  in  the  plan  and  material 
available  from  federal  sources  such  as  the  Office  of  Civil 
Rights,  the  Economic  Opportunity  Commission  and  state  counter- 
parts is  not  included. 

PART  IV 

Priority  Goals  and  Objectives 

In  creating    its  priority  goals  and  objectives,  the 
draft  of  the  health  systems  plan  ignores  both  the  above  data 
and  also  information  generally  available  from  local  media 
and  special  studies  of  the  area.     The  priority  goals  and 
objectives,  while  in  some  cases  specifying  sex,  age  and 
parish  as  target  populations  for  priority  treatment,  make  no 
mention  of  blacks  or  of  the  poor. 

The  exclusion  of  black  and  poor ^people  from  access  and 
quality  health  care  in  Louisiana  is  as  well  knov/n  and  systematic 
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as  is  their  exclusion  from  decent  housing,  decent  food  at 
competitive  prices  in  their  neighborhoods  and  jobs.     As  a  matter 
of  course,  black  and  poor  people  are  directed  to  the  state  run 
charity  hospital  system  emergency  rooms  and  clinics  which  are 
staffed  by  virtually  unsupervised  interns  and  residents.  They 
cannot  go  to  private  physicians  for  ambulatory  care  as  the 
white  middle  and  upper  classes  can. 

In  addition,   rural  parishes  continue  to  be  excluded  from 
health  systems  development,  especially  in  terms  of  personnel 
distribution. 

PART  V 

Types  of  Information  Left  Out  of  the  Draft  Health  Systems  Plan 

The  HSP  data  base  only  touches  upon  the  significant 
problems  of  the  medically  under served  of  the  area.  More 
relevant  data,  easily  accessible,  was  not  utilized. 
Cane  Curtain 

For  instance,  more  than  100,000  people  live  and  work 
on  sugar  cane  plantations  in  the  triangle  formed  by  the  cities 
of  New  Orleans,  Alexandria,  and  Abbey vi lie.     The  bulk  of  this 
population  behind  the  "cane  curtain"  is  in  the  Mid-Louisiana 
health  service  area  and  is  almost  exclusively  black. 

These  impoverished  plantation  workers  have  few  cars. 
However,  more  than  40%  of  these  people  have  to  travel  over 
5  miles  to  see  a  physician  for  hospital  or  clinic  outpatient 
care  because  the  large  majority  of  physicians  in  private  and 
community  hospitals  in  the  immediate  area  will  not  treat  blacks 
or  medicaid  patients.     70%  must  travel  to  a  charity  hospital 
for  inpatient  services  which  may  be  100  miles  away.  More 
than  50%  cannot  afford  prescribed    iredicines      or  nutritious 
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food.  70%  have  serious  rat  problems  and  73%  have  serious  insect 
problems . 

The  workers  and  the  families  are  sprayed  regularly  with 
pesticides  used  for  the  cane  field  as  their  housing  is  situated 
adjacent  to  those  fields.    The  pesticides  are  also  ingested  with 
the  goods  grown  in  family  gardens,  if  in  fact  the  vegetables 
survive  the  cane  pesticides.    For  the  fcunilies  living  near  the 
sugar  mill,  added  hazards  iare  chemicals  used  in  the  refining 
process.    The  bayous,  where  fresh  fish  formerly  jprovided  a 
meaningful  dietary  supplement, are  now  so  dirty  that  the  fish 
supply  is  diminished  and  those  which  are  caught  are  contaminated 
and  inedible.     (Interview  with  Sister  Ann  Catherine  Bizalion 
and  testimony  of  the  Southern  Mutual  Health  Association  presented 
at  the  NHI  Field  Hearing  before  the  Subcommittee  on  Health  of 
the  Committee  of  Ways  and  Means,  House  of  Representatives, 
May  20-21,  1976) . 

These  relevant  data  typifying  health  and  occupational 
hazards  is  nowhere  found  in  the  draft  HSP.    Criticisms  of  the 
board  by  low  income  representatives  indicate  that  the  control 
of  the  boeurd  is  dominated  by  too  many  physicians,  and  that  the 
consumers  are  professional  or  managerial  type  persons  -  basically 
high  income  consumers.    The  meetings  are  sporadic,  and  in 
places  which  are  inaccessible  by  public  transportation.  Publi- 
cation of  board  meetings  in  newspapers  of  general  circulation 
is  inadequatie  to  reach  the  poor.     The  black  community  newspapers 
are  locally  printed  and  distributed.     Also,  Louisiana  has  the 
highest  illiteracy  rate  in  this  country. 

When  a  primary  HSA  concern  is  that  emergency  rooms  in 
Baton  Rouge  are  not  open  to  middle  class  people  who  don't  have 
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their  Blue  Cross  cards  readily  available,  the  general  attitude  of 
the  health  care  provider  conununity  in  the  area  is  insensitive 
to  the  real  needs  of  poor  people.     There  are  examples  of  charity 
patients  who  are  not  able  to  get  a  clinic  appointment  for  post 
surgery  checkups  for  a  year  and  a  half  after  their  surgery.  This 
indicates  the     desperate  need  for  expanded  services  for  the  poor. 
This  also  indicates  a  need  for  physicians  v/ho  are  willing  and 
able  to  serve  the  poor.     The  system  as  it  is  established  now 
has  an  adequate  supply  of  physicians  for  the  wealthy  and  middle 
class  but  not  many  who  are  willing  to  serve  the  poor  people. 
For  many  people  it  is  20  or  30  miles  to  the  closest  facility 
which  will  serve  them  because  the  physicians  are  not  inclined 
to  serve  black  and  poor  clients  and  to  v;ork  towards  some  sort 
of  transportation  network  for  the  rural  areas . 

A  community  leader  in  the  area.  Father  McKnight  of  the 
Southern  Cooperative  Development  Association,  has  had  his  own 
television  program.     But,  in  spite  of  his  high  visibility  and 
concern  for  the  encouragement  of  rural  medical  practices,  he 
had  never  been  solicited  or  even  formally  apprised  of  the  exis- 
tence of  the  health  systems  agency. 

Fran  Bussie  of  the  State  AFL-CIO  stated  that  the  role 
offered  to  organized  labor  on  the  Mid-Louisiana  HSA  had  nothing 
to  do  with  participation  in  decision-making.     Labor  was  only 
offered  some  sort  of  vague  non-board  committee  assignment. 
Non-governing  body  members  can  only  play  a  passive  role  in 
the  rubber  stamp  process.     The  AFL-CIO  interest  in  redistri- 
buting personnel  to  low-income  and  low-density  areas,  and  for 
establishing  proven  reorganization  methods  such  as  health 
maintenance  organizations  appears  contrary  to  the  interests 
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of  the  clique  of  physicians  running  the  board  and  the  agency. 

There  is  a  high  rate  of  industrial  accidents  in  the  area, 
in  part  due  to  a  lack  of  preventive  maintenance  of  equipment. 
This  should  be  a  top  priority  for  the  agency,  but  it  is  not. 
The  clouds  of  chlorine  gas  that  frequently  spew  over  the  Baton  " 
Rouge  area  from  bursting  pipelines  are  a  hazard  to  the  entire 
community/  not  only  the  plant  workers. 

The  agency  did  not  follow  up  on  Bussie's  suggestion  to 
invite  the  leadership  of  the  major  Central  Labor  Committees 
in  the  area  to  be  on  the  board.     Without  labor  representation 
the  priority  goals  will  continue  to  ignore  the  needs  of  working 
people  which  are  embodied  in  the  law. 

PART  VI 

The  Consequences  of  Improper  Board  Composition 

Non-representativeness  of  the  Mid-Louisiana  HSA  board 
has  led  to  the  development  of  meaningless  priority  goals  which 
appear  in  the  draft  health  systems  plan.     The  goals  and  objectives 
do  not  deal  with  the  problem  of  the  existing  health  system  and 
the  present  health  status  in  the  area.     The  problems  of  the 
dual  system  of  health  care  in  Louisiana  as  a  whole,  and  in  the 
Mid-Louisiana  health  service  area  in  particular,  are  reflected 
both  in  the  composition  of  the  HSA  board  and  in  the  manner  of 
selection  of  representatives  to  that  board,  although  membership 
loosely  defined  on  the  agency  board  is    open  to  all  residents 
in  the  area. 

Although  the  bylaws  of  this  HSA  provide  that  the  members 
of  the  corporation  elect  the  board  and  the  executive  committee, 
the  poor  have  been  unable  to  gain  access  to  this  process.  The 
nominating  committee  proposed  its  own  slate  of  candidates  and 
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this  HSA  held  its  annual  election  at  a  time  and  place  inaccessible 
to  us.     Consequently  we  were  thwarted  in  our  efforts  to  gain 
elected  positions. 

The  inattention  to  the  needs  of  the  medically  underserved 
(which  are  highly  particular  in  that  they  are  the  black  population, 
the  working  poor,   and  persons  living  in  rural  areas)   can  only  be 
cured  by  the  inclusion  of  these  groups  in  a  meaningful  decision- 
making capacity.     This  must  include  membership  on  the  executive 
committee,  nominating  committee,  and  project  review  con-imittee. 
Later,  when  the  resource  development  monies  are  available,  this 
must  include  representation  on  the  resource  development  committee. 

The  current  draft  plan  could  not  possibly  have  included 
its  priority  goals,  which  are  irrelevant  to  the  needs  of  the 
medically  underserved  in  the  area,  if  there  v;ere  poor  persons 
in  positions  of  power  to  closely  examine  it.     Apparently,  only 
the  poor  and  persons  directly  accountable  to  them  can  recognize 
the  urgency  and  priority  of  their  need. 

References  to  a  desired  goal  of  not  more  than  a  thirty 
minute  personal  travel  distance  for  primary  care  would  not 
exist  if  there  were  poor  people  in  the  decision-making  bodies 
to  point  out  that  the  poor  don't  have  cars  in  the  area,  and 
that  public  transportation  is  unavailable.     They  could  also 
point  out  that  the  expansion  of  segregated,  non-Medicaid/Medicare 
hospitals  does  not  benefit  black  and  poor  people  and  certainly 
does  nothing  to  solve  their  needs. 

The  amendments  to  prohibit  self-selection  are  a  needed 
change,  but  will  do  little  to  open  HSA  boards  if  nominating 
committees  continue  to  screen  out  low-income  persons  or  their 
chosen  advocates.     Nominating  committees  must  be  controlled  by 
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law  and  should  not  be  allowed  to  thwart  the  efforts  of  the  poor 
to  seek  status  in  various  capacities  on  the  board.     The  Mid- 
Louisiana  HSA  was  responsible  for  thwarting  my  ability  to  gain 
board  status.     That  would  be  bearable  if  some  other  poor  folks 
had  succeeded  where  I've  failed.     They  have  not. 
Certification/Decertification 

As  long  as  a  dual  system  of  health  care  continues  to 
exist  and  be  reflected  in  the  boards  of  directors  and  executive 
committees  of  the  health  systems  agencies  and  the  state  health 
coordinating  councils,  the  certificate  of  need  process  will 
simply  tighten  the  current  monopoly  control  by  the  wealthy 
for  themselves.     Future  health  care  systems  development  will 
continue  to  deny  quality  care  to  anyone  else. 

It  does  not  hurt  to  point  out  that  the  cynicism  of  the 
streets  and  bayous  toward  congressional  procrastination  con- 
cerning a  universal  national  health  care  system  is  seen  as 
"coddling  the  alligators."     In  direct  regard  to  certificate 
of  need  the  cynicism  is  expressed  as  "we  got  the  need,  they 
get  the  money."     There  is  great  concern  in  Louisiana  that 
certificate  of  need  will  result  in  a  continuation  of  the  1122 
review  process  which,  in  Louisiana,  has  the  consequence  of 
diminishing  public  sector  health  care  delivery.     The  number 
of  beds  in  the  charity  hospitals  have  been  reduced  and  more 
private  rooms  are  being  developed  in  the  fancy  segregated 
private  hospitals.     In  fact,   the  dissatisfaction  with  the 
present  system  on  the  part  of  consumers  here  is  so  great  that 
the  prestigious  annual  Louisiana  poll  for  1977  showed  that 
52%  of  those  responding  wanted  "socialized  medicine"  and 
61%  wanted  a  national  health  insurance  system  of  universal 
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comprehensive  coverage. 

Furthermore,  the  bill  as  proposed  makes  no  meaningful  pro- 
vision for  the  hundreds  of  persons  thrown  out  of  work  in  the 
closing  of  a  hospital,  although  the  care  taken  for  those  involved 
financially  is  so  great  and  reparations  are  generous  to  an 
extreme.     In  addition,  the  disregard  shown  for  the  low  paid 
workers  in  hospitals  stands  in  sharp  contrast  to  the  congressional 
reluctance  to  tell  physicians  where  and  how  to  practice.  An 
ironic  aspect  of  this  latter  comparison  is  that  while  physicians 
are  educated  at  enormous  public  expense  and  should  therefore  be 
considered  national  resources  and  placed  where  they  are  needed, 
they  constitute  a  tiny  portion  of  the  health  work  force.  In 
fact,  perhaps  the  public  and  private  investment  in  health  care 
development  will  be  better  served  if  institutional  investors 
and  suppliers  do  not  have  their  investment  risks  removed.  The 
obvious  consequence  would  be  to  compel  them  to  be  more  cautious 
in  their  investment  practices. 

In  summary,  I  strongly  urge  this  Congress  to  force  the 
inclusion  of  more  low  income  consumers  in  this  health  planning 
process.     Low  income  consumers  are  confronted  with  inadequacies 
in  today's  health  care  system  that  current  HSA  board  members 
cannot  relate  to.     Our  input  is  valuable,  warranted  and  will 
make  a  significant  difference. 
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TESTIMONY  OF  WILLIE  MAY  THOMPSON 
I,  Willie  May  Thompson,  declare  as  follows: 

1.  I  am  a  resident  of  Oakland,  California.     I  am  employed 
by  the  Oakland  Public  Schools  as  a  Human  Relations  Assistant.  I 

am  the  current  Chairperson  of  the  Governing  Body  of  the  Alameda 
County-Contra  Costa  County  Health  Systems  Agency. 

2.  Prior  to  my  involvement  with  this  two  county.  Area  5, 
HSA,  I  was  a  member  of  the  Comprehensive  Health  Planning  Agency 
and  was  the  Alameda  County  representative  to  the  regional  board  of 
that  organization. 

3.  In  light  of  my  experience  serving  on  these  various 
health  planning  agencies  I  believe  that  consumer  involvement  in  the 
health  planning  process  is,  at  once,  vitally  necessary  and  very 
difficult  to  achieve. 

It  is  necessary  because  the  consumer  is  the  one  who  has 
to  pay  the  cost  of  health  care  in  this  country.  While  represent- 
atives of  the  health  care  industry  possess  considerable  technical 
expertise  in  the  delivery  of  health  care,  their  obvious  interest 
in  continued  and  increased  spending  on  health  care  services  often 
conflicts  with  the  consumer  interest  in  controlling  costs  and  un- 
necessary spending,  and  in  insuring  that  health  care  is  accessible. 

Consumer  involvement  is  difficult  to  achieve,  particularly 
for  consumers  with  low  incomes,  because  consumers  are  intimidated  by 
providers,  often  deferring  to  what  the  consumer  believes  is  a  supe- 
rior knowledge  and  understanding  of  the  problems,  because  the  con- 
sumer becomes  confused  by  the  complex  and  rapidly  changing  rules 
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and  regulations  governing  health  planning,  and  because  of  the 
active  discouragement  or  lack  of  adequate  support  and  encourage- 
ment from  federal,  state  and  local  officials. 

For  instance,  the  lack  of  adequate  support  staff  in 
the  health  planning  process  virtually  assures  that  there  will 
not  be  significant  consumer  input  in  reviewing  hospital  applica- 
tions for  Certificates  of  Need. 

The  Alameda  and  Contra  Costa  County  Counsels  Offices 
have  ruled  that  members  of  the  county  boards  of  supervisors  must 
be  included  as  consumer  representatives  on  the  governing  board 
of  our  two  county  HSA.  ' 

This  leaves  only  two  consumer  positions  on  the  governing 
board  of  the  HSA  for  persons  who  are  not  members  of  the  Alameda  or 
Contra  Costa  County  Board  of  Supervisors. 

Nevertheless,  significant  consumer  input  could  come  from 
our  35  member  sub-area  councils  and  from  county  task  forces  which 
were  initially  established  to  increase  consumer  participation.  How 
ever,  any  member  of  these  organizations  cannot  serve  on  a  Certificat« 
of  Need  review  panel  unless  he  or  she  has  attended  two  training  ses 
sions.     Without  sufficient  staff  and  other  forms  of  support  it  is 
simply  impossible  to  involve  significant  numbers  of  consumers,  par- 
ticularly low-income  consumers,  in  two  training  sessions.  Thus, 
there  is  not  sufficient  consumer  input  in  the  Certificate  of  Need 
review  process. 

Any  amendments  to  the  health  planning  laws  must  insure 
that  HSA's  employ  adequate  staff  to  support  and  encourage  consumer 
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invol vement . 

The  health  planning  process  will  fail  in  its  mission  if 
more  grass  roots  involvement  is  not  generated  and  if  politicizing 
is  allowed  to  prevail.     In  the  absence  of  consumer  input  health 
care  providers  can  apply  individual  political  pressure  to  frustrate 
attempts  to  provide  accessible  quality  care  while  controlling  the 
provision  of  unnecessary  services, 

I  declare  under  penalty  of  perjury  that  the  foregoing  is 
true  and  correct. 


January,  1978,  at  Oakland, 


Cal ifornia . 
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STATEMENT  REGARDING  THE  NEED 
FOR  CONSUMER  RESOURCE  STAFF 

We  are  consumer  members  of  Review  Committee  I  of  the  Health 
Systems  Agency  of  Dade-Monroe  County,  Florida.    The  basic  func- 
tion of  our  committee  is  to  recommend  to  our  Board  the  approval 
or  disapproval  of  applications  for  Certificates  of  Need. 

It  is  our  opinion  that  we  could  better  fulfill  our  respon- 
sibilities as  committee  members  if  we  were  provided  with  technical 
assistance  regarding  specific  proposals  and  continuing  education 
regarding  national  health  issues  and  consumer  issues.    This  func- 
tion could  be  performed  by  either  a  full-time  or  a  part-time  HSA 
staff  person  with  this  assignment. 

Such  a  staff  person  would  be  valuable  for  several  reasons. 
First,  the  issues  raised  in  the  proposals  before  us  are  often 
complex  and  encompass  areas  with  which  the  provider  committee 
members  are  well-informed,  although  we  are  not.  Technical 
assistance  from  a  staff  person  specifically  geared  towards  the 
level  of  awareness  of  the  consumer  members  would  assist  us  in 
becoming  well-informed  as  well,  so  that  we  could  better  contribute 
to  the  decision-making  process . 

Second,   specific  proposals  should  ideally  be  considered  in 
the  framework  of  national  health  policy  and  trends — an  area  with 
which  provider  members  are  again  often  well-informed  and  consumer 
members  are  not.     Continuing  education  regarding  such  issues  could 
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assist  us  in  assessing  proposals  in  a  broader  context. 

Finally,  the  concerns  of  the  consumer  are  often  very 
different  from  those  of  the  provider.     A  consumer  staff  person 
eould  serve  the  function  of  sensitizing  the  consumers  as  to  these 
differing  concerns  so  that  they  could  be  properly  voiced  in  the 
decision-making  process. 

This  statement  is  not  intended  as  criticism  of  our  HSA  or 
its  staff  for  this  vacuum — we  merely  feel  that  the  addition  of 
a  consumer  staff  person  would  make  us  better  committee  members 
and  consequently  make  our  HSA  a  better  one. 


Francisco  Olazabol 
Corinne  Dunn 
Marcia  K.  Cypen 
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HEALTH  CARE  ACCESS:  IF  YOU'RE  BLACK*  STAY  BACK 

by  Sylvia  Drew  I vie** 

 A  black,  unemployed  domestic  worker  sought  entrance  to  a 

private  hospital  in  Latta,  South  Carolina,  to  deliver  her  baby. 
The  hospital  refused  to  admit  her  because  she  had  no  admitting 
physician  and  childbirth  was  not  considered  an  emergency.  The 
county  ambulance  attendant  took  the  wonan  to  20  doctors;  none 
would  order  the  woman  admitted.     Seven  hours  after  their  ride 
began,  the  ambulance  attendant  delivered  the  baby  himself. 

 Off-reservation  Indians  in  Phoenix  /  Arizona,  are  routinely 

denied  admission  to  a  private  facility's  emergency  room  because 
of  the  existence  of  a  nearby  Indian  Health  Service  facility. 
The  Indian  Health  Service  refuses  service,  however,  because  its 
contract  with  HEW  for  care  of  Indians  is  limited  to  the  reserva- 
tion population.     The  city  Indians  return  home  v;ithout  care. 

 In  Phoenix,  Arizona,  a  Mexican-American  teenager  and  his  white 

friend,  unconscious  after  a  car-train  collision,  were  taken  to 
a  private  hospital.     The  Anglo  was  admitted  to  the  hospital;  the 
Mexican-American  was  transferred  to  a  county  facility  an  hour's 
drive  away. 

 Brown,  Spanish-speaking  v;omen  seeking  admission  to  an  El  Paso, 

Texas,  hospital  facility  to  deliver  babies  are  routinely  presumed 
to  be  illegal  aliens  and  taken  by  ambulance  across  the  border  to 
Juarez  to  deliver  in  a  free  Mexican  clinic. 

 Black,  low-income  maternity  patients  seeking  emergency  service 

in  Holly  Springs,  Mississippi,  often  deliver  their  babies  by 
themselves  in  the  hospital  parking  lot  because  the  hospital  won't 
admit  them  without  a  private  physician. 


As  Congress  prepares  to  debate  pro- 
posals for  National  Health  Insurance 
versus  National  Health  Service  (gov- 
ernment as  insurer  versus  government 
as  provider  of  health  care) ,   it  is 
imperative  that  the  impact  of  race  on 
the  current  patterns  of  health  care 


delivery  be  understood.     The  above 
exarrioles,  recently  reported  by  Legal 
Services  lawyers,  demonstrate  that 
racism  remains  a  significant  barrier 
to  quality  care.     They  raise  an  im- 
portant issue  of  whether  the  private 
health  sector  should  be  relied  upon 


*Brov.-n,  Native  American,  Asian... 

**Sylvia  Drew  Ivio  is  a  Staff  Attorney  at  the  National  H'jalth  hnw  Procjram,  2-4D1 
f-.ain  Street,   Santa  Monica,   CA  90-105,    tel.    (213)  3D2--;D]1. 
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to  voluntarily  serve  low-income  mi- 
norities if  a  National  Health  Insur- 
ance program  is  enacted. 

A  pervasive  pattern  of  racial  dis- 
crimination in  health  care  has  been 
recently  documented  by  the  Congres- 
sional Budget  Office  study  entitled 
"Health  Differentials  Between  White 
and  Nonwhite  Americans."    The  report 
found  that  nonwhites  are  less  healthy 
than  whites,  that  they  get  less 
health  care,  and  that  the  care  they 
do  get  may  be  less  effective. 
Financial  barriers,  scarcity  of 
available  resources,  and  racial  dis- 
crimination all  contribute  to  this 
result. 

Financial  Barriers 

One- third  of  the  nation's  popula- 
tion with  income  below  the  poverty 
line  has  no  public  or  private  medical 
insurance  coverage.—/    By  definition, 
these  people  have  no  spare  money,  and 
as  a  result  they  are  simply  unable 
to  purchase  care.     This  group  in- 
cludes disproportionate  numbers  of 
minorities. 

The  federal  medical  insurance  pro- 
grams, Medicare  and  Medicaid,  v;hich 
promised  to  reduce  financial  barriers 
to  some  categories  of  people,  do  not 
provide  equal  assistance  to  whites 
and  minorities.     !-;edicare  co-payment 
requirements  place  a  greater  program 
entry  burden  on  those  beneficiaries 
with  lower  incomes,  a  disproportion- 
ate number  of  whom  are  minorities. 
In  the  South,  disparities  in  Medi- 
care benefits  betv/een  races  are 
greater:  v/hites  received  55%  more 
inpatient  hospital  care,  95%  more 
payments  for  physicians*  services, 
and  more  than  2-1/2  times  the  pay- 
ment for  extended  care  services  than 
elderly  blacks  enrolled  in  Medicare.—^ 


A  similar  inequity  of  service  is 
found  in  the  Medicaid  program.     In  1974, 
the  average  Medicaid  expenditure  for 
nonwhites  was  $321;  for  whites  §560,  a 
75%  differential.^    Since  Medicaid 
eligibility  levels  and  benefits  are 
determined  by  the  states,  the  programs 
vary  considerably.     The  states  with 
higher  percentages  of  minority  popula- 
tions tend  to  have  more  stringent  eli- 
gibility requirements  and  to  provide 


ONE-THJRV  Of  THE  NATIOW'S 
POPULATION    WITH  INCOME 
BELOW  THE  POVERTY  LINE  HAS 
NO  PUBLIC  OR  PRIVATE  nEVlCAL 
IWSURAiVCE  COVERAGE. 


fewer  services.     In  addition,  nearly 
a  third  of  the  total  federal  Medicaid 
expenditure  is  spent  on  long-term  care, 
a  system  from  which  minorities  have 
been  intentionally  or  effectively  ex- 
cluded -i/ 

Geographic  Barriers  , 

The  unavailability  of  physicians  and 
facilities  in  rural  and  inner-city  areas 
also  has  a  disproportionate  effect  on 
minorities.     The  shortages  in  these 
areas  are  not  fortuitous.     Indeed,  fed- 
eral and  state  policies  have  signifi- 
cantly reinforced  this  trend. 

Federal  funds  have  been  used  to  place 
hospitals  in  generally  white,  middle- 
class  areas.     As  of  March,   1964,  for 
example,   104  hospitals  and  health  fa- 
cilities had  been  built  with  federal 
funds  under  the  Hill-Burton  Act;  84  of 
these  facilities  were  built  for  "whites 
only:"  20  for  "blacks  only."-/ 

VJhitc  physicians  generally  follow  the 
hospital  construction  pattern  and  do  not 
est^iblish  procticey  in  rurnl  or  inner- 
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city  areas.  The  nurnber  of  ninority 
physicians  available  to  locate  in 
these  areas  has  been  kept  low  by  dis- 
crinination  in  admission  to  medical 
schools.—'^  Discriminatory  hospital 
staffing  practices  prevent  minority 
physicians  frora  admitting  their  pa- 
tients to  white  facilities.-/ 

The  latest  contribution  to  this 
pattern  is  relocation  of  inner-city 
hospitals  and  their  staffs  to  new 
facilities  in  the  suburbs.  This 
raises  nearly  insurmo'ontable  access 
problems  because  of  the  distances 
involved  and  the  fact  that  suburbein 
transportation  is  sparse  or  non- 
existent.—/   Federal  or  state  health 
planning  agencies  can  and  must  chal- 
lenge these  relocations  because  of 
their  racially  discriminatory  impact 
on  access.—/    To  date,   little  is 
being  done. 

Medicaid  and  Race  Discrimination 

Even  where  providers  and  facili- 
ties are  geographically  available, 
access  nay  still  be  denied  as  a  re- 
sult of  the  provider's  or  facility's 
refusal  to  participate  in  the  Medi- 
caid program.  .  Hospitals  built  with 


L0W-1MC0!.\E  WHITES  ARE  MORE 
LIKELV    TO    RECEIVE  CARE 
FROM    PRIVATE  TiiySJCJAKS 
THAW    ARE    AW/  WOWWHITES 
REGARPLESS    OF  IWCOME. 


federal  funds  are  required  by  fed- 
eral regulations  to  accept  Medicare 
and  •■■.c:dicaid  patients—/  and  are  pro- 
hibited from  intentionally  or  ef- 
fectively excluding  patients  on  the 
basis  of  race.—/  Unfortunately, 
thiore  is  virtually  no  enforcement 
of  those  requirements.—/ 


Some  hospitals  which  "participate" 
in  the  Medicaid  program  avoid  serving 
many  minority  recipients  by  requiring 
that  patients  be  adnnitted  by  a  phy- 
sician with  staff  privileges.  Minori- 
ties are  less  likely  to  have  access  to 
physician  care  at  all,  let  alone  care 
by  one  with  staff  privileges.  The 
Congressional  Budget  Office  study 
cited  above  found  that  low-incom« 
whites  are  more  likely  to  receive  care 
from  private  physicians  than  are  any 
nonwhites  regardless  of  income.  M./ 

Many  physicians  refuse  to  treat 
Medicaid  patients,  disproportionate 
nurnbers  of  whom  are  minority;—/ 
others  will  see  all  patients  but 
treat  them  differently  on  the  basis 
of  race  or  source  of  pay.-aent.i^/ 
IVhile  existing  federal  regulations 
are  quite  clear  about  government  en- 
forcement obligations  with  respect 
to  hospitals,—/  H^W  maintains  that 
the  decision  by  physicians  to  treat 
or  not  to  treat  ninority  or  Medicaid 
patients,  or  to  segregate  or  other- 
wise treat  Medicare  patients  differ- 
ently on  account  of  race,  is  outside 

the  perimeter  of  its  nondiscrimation 
18/ 

enforcement  responsibility. — ' 

Consequences  of  Lack  of  Access 

As  a  result  of  the  barriers  to 
mainstream  health  care  experienced 
in  minority  communities,  minorities 
suffer  increased  rf.orbidity  and  mor- 
tality.12/    Even  without  change  in 
the  other  causes  of  poor  health,  such 
as  inadequate  housing  and  nutrition, 
better  access  to  care  could  reduce 
the  incidence  of  illness  and  lower 
death  rates. 2^/    Because  tlie  system 
is  not  geared  to  provide  corriprrhonsi ve 
care  to  nir.critics,   theic  is  insuf- 
ficient attention  to  problems  such  as 
hyp?rLcnsicn ,   iiarrotic  drug  fibuse, 
psycliicitric  i  ioblc--,?,  kidnoy  ciis-:;aso. 
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diabetes,  and  tuberculosis,  all  of 

which  occur  with  greater  frequency 
21/ 

among  minorities. — '  Moreover, 
since  nainstream  hospitals  and  phy- 
sicians deny  access  to  minority  com- 
munities, minorities  are  forced  to 
rely  on  other  types  of  health  serv- 
ices.    These  include  public  hospi- 
tals, outpatient  clinics,  self- 
treatment  with  non-prescription 
drugs,  and  community  "healers." 
These  alternatives  provide  care 
which  is  fragmented,  low  quality, 
and  indifferent  to  or  unable  to  cope 
with  the  particular  medical  needs 
of  minority  communities. 

Patient  dumping,  in  which  pa- 
tients are  cursorily  treated  at  a 
private  facility  and  then  sent  to 
a  public  hospital,  contributes  to 
patterns  of  omission  of  services, 
hasty  or  inaccurate  diagnoses,  and 
failure  to  treat.     Bocause  of  inade- 
quate financing  and  governmental 
neglect,  the  public  hospital  sector 
.is  often  unable  to  provide  the  level 
of  care  available  at  a  private  fa- 
cility.    This  is  evidenced  by  lower 
staff-patient  ratios,  obsolete 
equipment,  language  and  cultural 
barriers  due  to  lack  of  bilingual 
staff,— long  v;aiting  periods  for 
service,  and  discourteous  treatment 
by  an  overextended  staff. 

Corrective  Measures 

The  practical  politics  of  the  im- 
pending national  health  program  de- 
bate dictates  immediate  attention  to 
these  problems  of  inadequate  access 
and  fragmented  and  inferior  quality 
care  for  minorities.     The  following 
rccorrLTiendations  are  given  as  the 
first  steps  in  resolving  these  prob- 
lems,  regardless  of  v/hether  the 
country  opts  for  National  Health  In- 
surance or  a  National  Health  Service: 


1 .   Increase  the  number  of  physi- 
cians and  other  health  providers 
willing  and  financially  able  to  treat 
minorities  and  Medicaid  recipients. 

Minority  physicians  mainly  treat 
patients  who  are  minority. Their 
practices  are  twice  as  likely  to  be 
in  primary  care  fields  as  are  white 
physicians'  practices.^/    The  meager 
nuniber  of  minority  doctors  as  a  whole, 
however,  prevents  minority  communities 
from  receiving  an  equitable  share  of 
health  resources.    Within  the  black 
community,  for  example,  there  is  one 
black  physician  for  every  4,298  black 
people.     This  compares  to  a  national 
average  of  one  physician  for  every 
649  people.?!/ 

Assuring  reimbursement  of  nurse 
practitioners  and  paramedical  person- 
nel in  local  clinics  should  also  re- 
duce the  medical  personnel  shortages 
experienced  in  minority  communities. 
The  recently-passed  Rural  Health 
Clinic  Services  Act   (P.L.  95-210) 
authorizes  the  reimbursement  of  rural 
health  clinic  services,  including 
those  of  physician  assistants  and 
nurse  practitioners  in  states  recog- 
nizing those  medical  care  providers, 
even  if  the  services  are  not  provided 
under  the  direct  supervision  of  a 
physician. 

2.  Reduce  the  financial  barriers 
to  participation  in  Medicaid  by 
equalizing  benefits  and  levels  of 
eligibility  in  all  states  through  man- 
datory minimal  federal  standards. 

3.  Secure  governmental  enforcement 
of  Title  VI  of  the  1964  Civil  Rights 
Act  in  health  services. 

This  law  prohibits  discrimination 
in  all  federally  assisted  programs 
and  activities.     Enforcement  should  be 
directed  toward  hospital  and  nursing 
home  admission  practices  and  physician 
inpatient  and  outpatient  services. 
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HEV*  must  compel  collection  of  health 
statistics  by  race  and  ethnicity  by 
hospitals,  nursing  homes,  state  agen- 
cies, and  health  planning  bodies  to 
facilitate  this  enforcement. 

4.  Secure  governmental  enforce- 
ment of  chariteible  obligations  of 
tax-exempt  hospitals. 

5.  Secure  governmantal  enforce- 
ment of  Hill-Burton  Corr-Tiunity  Service 
regulations. 

These  regulation  require  feder- 
ally-assisted hospitals  to  admit 
Medicare  and  Medicaid  patients. 

6.  Recognize  the  limited  pror:tise 
of  reducing  financial  barriers  as  a 
means  of  securing  services  for  un- 
t)opular  minority  groups. 

Proposals  for  national  health 
services  as  opposed  to  national 
health  insurance  must  be  seriously 
considered  in  light  of  the  perva- 
sive failure  of  the  private  sector 
to  make  health  care  accessible  to 
minority  groups. 

7.  Expand  health  service  pro- 
grams targeted  at  special  groups 
or  at  special  health  problems. 

The  Congressional  Budget  Office 
study  found  that  most  governnent- 
provided  health  service  programs, 
targeted  at  specific  areas  or  spe- 
cific medical  problems,  are  serving 
nonwhites  more  effectively  than  fi- 
nancing program^^that  depend  on  the 
private  sector. — '     Those  efforts 
can  be  expanded  by  more  funding  and 
by  refining  efforts  designed  to 
reach  nonwhites  v/ith  particular 
health  problems.     As  long  as  racial 
discrimination  remains  a  bar  to 
care,  such  organized  service  de- 
livery programs  must  exist  to  be 
the  "resources  of  last  resort"  for 
minorities  and  the  poor. 


8.   Facilitate  efforts  of  coTznunity 
groups  to  define  ond  control  ir?.pleiaeii- 
tatlon  of  solutions  for  their  local 
health  concerns. 

Paul  Cornely,  a  black  physician  and 
past  President  of  the  American  Public 
Health  Association,  recently  wrote: 

. . . [T]he  malady  of  racism  does 
exist... [I]t  is  endemic  and 
appears  in  a  variety  of  sub- 
clinical and  clinical  forms.... 
Of  all  groups  in  our  society, 
the  poor  Black  woman  may  be  the 
most  perceptive  of  life's  reali- 
ties.    She  knows  full  well  that 
an  integrated  facility  is  better 
than  an  all  Black  one  because 
all  too  often  she  and  her  chil- 
dren have  been  the  victims  of 
oppression  in  public  hospitals 
and  clinics.     She  knows  that 
when  it  is  all  Black,  the  phy- 
sical facility  tends  to  become 
obsolete  and  may  even  have  been 
condemned;  personnel  and  supplies 
are  in  short  supply,  and  Black 
providers  are  paid  less  than 
v-hites.     Her  perception  and 
intuition  transcend  educational 
levels. ?2/ 

Such  v/omen  and  men  in  black  and 
brovn,  Asian  and  Native  American 
corvnunities  across  the  country  must 
be  allowed  to  put  their  knowledge 
to  v.-ork  not  only  to  secure  access 
but  to  compel  delivery  of  a  better 
quality  of  care  in  all  facets  of 
the  health  delivery  system.  Their 
historic  exclusion  from  all  health 
planning  processes  is  in  large 
r;£asuro  responsible  for  the  fact 
th.nt  the  coj;itry  moves  today  tov;ard 
major  health  reform  measures  in 
total  ignorance  of  the  appalling 
stcito  of  health  care  services  avail- 
eb]fe  to  this  country's  minority 
populatior.s . 
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December  14,  1977 


Dr.  Suzanne  Dandoy,  Director 
Depar  tment  of  Health  Services 
1740  West  Adams 
Phoenix,  Arizona  85007 


Logat  Director 
Bruce  Meyerson 


Re:     Good  Samaritan  Hospital, 

Major  Modification  Project, 
HF  77-20 


Dear  Dr.  Dandoy: 

This  letter  is  submitted  to  you  in  con- 
nection with  your  responsibilities  under  R9-9-33. 
Please  consider  this  letter  an  administrative  ap- 
peal from  the  decision  of  the  Central  Arizona 
Health  Systems  Agency  on  November  16,  19  77, 
adopting  Findings  v/ith  respect  to  Good  Samaritan 
Hospital's  application  for  a  certificate  of  need 
to  undertake  major  modification  of  its  facilities 
at  1033  East  McDov/ell  Road,  Phoenix,  Arizona. 

Our  firm  appeared  on  behalf  of  and  re- 
presented the  Sun  Valley  Council,  United  Auto 
VJorkers,  throughout  the  certificate  of  need 
procedure  in  connection  v;ith  the  above-mentioned 
application.     This  letter  is  sent  on  behalf  of 
the  Council. 

As  explained  more  fully  herein,  lobbying 
activities  and  ex  parte  co-u-unication  betv;een 
officers,  directors  and  enployees  of  Samaritan 
Health  Service   (SHS)   and  others  acting  on  its 
behalf,  and  members  of  the  CAHSA  Board  have  so 
tainted  and  influenced  the  final  decision  in 
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this  matter,  that  it  is  legally  incuphent  on  you  tc  reject 
the  Findings  as  submitted  and  return  the  application  to 
CAUSA  for  reconsideration  v/ith  specific  instructions  to 
assure  against  improper  influence  being  placed  upon  the 
Board. 

The  certificate  of  need  process  permits  an  extended 
period  of  time  for  CAilSA  staff,  representatives  of  the  ap- 
plicant and  concerned  consumers  to  meet  on  a  regular  basis 
for  the  purpose  of  making  a  full  and  complete  record.  Fur- 
thermore, there  is  an  opportunity  for  a  public  hearing,  in 
this  case,  forty  hours  of  testimony,  at  v;hich  time  a  citizen 
reviev;  committee  is  charged  v;ith  the  responsibility  of  taking 
testimony  to  further  clarify  issues.     The  CAUSA  Board  also 
conducts  a  public  hearing  at  v/hich  time  additional  comments 
are  presented  directly  to  the  Board. 

In  the  case  of  the  Good  Samaritan  application,  hov;- 
ever,  SHS  through  persons  acting  on  its  behalf,  carried  on 
an  extensive  lobbying  campaign  outside  the  hearing  process. 
The  purpose  of  the  hearing  procedure  is  to  enable  the  CAHSA 
Board  and  committees  to  reviev;  the  complex  factual  background 
underlying  the  application  in  an  objective  fashion  and  in  an 
environment  in  v;hich  facts  and  testimony  can  be  questioned 
and  examined.     Ex  parte  communication  as  carried  on  by  SHS 
provided  neither  an  opportunity for  careful  scrutiny  of 
statements  made  nor  an  opportunity  for  rebuttal.  Furthermore, 
improper  pressure  and  influence  may  be  attempted  under  such 
circumstances.     As  shovm  in  the  section  belov;,  courts  when 
confronted  v;ith  situations  similar  to  this,  uniformly  in- 
validate agency  action  v;hich  has  been  subject  to  such  im- 
proper influence. 

SUl'D-lARY  OF  IMPROPER  INFLUENCE 
BY  SHS  REPRESENTATIX'ES 

Based  upon  our  review  and  investigation  of  the  lobbying 
efforts  carried  on  by  SHS,  v;e  have  identified  the  follo'.v-ing 
examples  of  ex  parte  communication: 


1.     Contacts  by  business  or  professional  friends  of 
CAUSA  i3oard  mcm>bers  made  at  the  request  of  SHS; 
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2.  Lobbyincj  campaign  by  physicians  v;ith  privi- 
leges at  Good  Samaritan  Hospital  and  other 
health  professionals  instigated  at  the  re- 
quest of  SHS; 

3.  SH  S  orchastrated  coinrnunications  directed 
at  CAHSA  Board  members  from  certain  labor 
organi  ^etions  ,  the  Kidney  Foundation  and 
other  groups; 

4.  Prior  to  the  first  public  hearing,  SHS  spon- 
sored a  series  of  cocktciil  parties  to 
"acqu  Clint"  CAHSA  Board  members  v;ith  the 
application ; 

5.  Persons  connected  with  state  and  federal 
offices  made  contacts  v/ith  CAHSA  Board 
members  at  the  request  of  SHS; 

6.  An  inflammatory  letter  dated  October  19,  1977/ 
from  Dr.  George  H.  Mertz    (enclosed)   to  certain 
C7\HSA  Board  m.embers  subsequent  to  the  public 
hearings  and  prior  to  the  final  vote  by  the 
CAHSA  Board, 

7.  A  letter  dated  October  17,   1977,  from  Stephen 
Morris  to  Hov;ard  Adams   (enclosed)   stating  that 
it  would  be  the  policy  of  SHS  to  carry  on 

ex  parte  communication  with  CAHSA  Board  mem.bers; 
and 

8.  CAHSA  Board  members  v/ere  given  a  one-sided  tour 
of  the  hospital  by  SHS  betv;een  the  tim.e  of  the 
public  hearings  and  the  date  arranged  for  CAHSA 
Board  final  consideration  of  the  application. 

The  nature  and  character  of  the  lobbying  program  carried 
on  by  SHS  was  not  restricted  to  matters  in  the  record  nor  v.-as 
it  solely  informational  in  nature.     Contacts  of  that  type 
v.'ould  have  been  permissible  under  existing  CAHS.A  policy.  The 
lobbying  activities  of  SilS,  hov;evcr ,   go  beyond  tlie  bounds  of 
propriety  and  legality. 
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Tho  forccjoincj  exa-rjlcfj  .ire  tho^jo  th,:t  v.e  have  been  able 
i.o  discover.      Undoubtedly  there  were  rp.im.y  norc  contacts  of 
which  we  are  unware.     Becaiuie  of  these  .ii-prcper  contacts, 
it  is  necessary  that  you  diL.approvc>  the  I'lncUnys  of  CAHSA 
and  scMid  this  na'tter  back  for  recoii  siderai;  ion  under  circum- 
stances not  perp.itting  the  improper  influence  described 
.'ibove. 

EX  part;]:  co:-lmunication  to  a  ruBLic  rody  acting  im  a 

QUASI-JUDICIAL  CAPACITY  WILL  RlvN'ni-i;  A  DECISION  VOID 

When  CAHSA  acts  in  connection  v;ith  Ihe  issuance  of  a 
cc>rtificate  of  need  it  acts  in  a  quasi- judicial  capacity. 
Quasi- judicial  function:;  can  be  performed  by  administrative 
bodies  which  are  not  quasi- judicial .     The  Arixona  Supreme 
Court  lias  described  a  "judicial"  act  as  an  action  whicli  is 
tlie  result  of   judgrp.ent  or  discretion  and  is  based  upon  evi- 
dence received  at  a  liearing  provided  by  Ic'iv;.     Magna  Copper 
Company  v.  Arizona  State  Tax  Con^mission ,   67  Ariz.   7  7/~T9T~ 
P. 2d  169,   175    (lO-'l-a)  .     Also,  under  the  Arizona  Administrative 
Procedure  Act,  A.R.S.   Sc:ction  41-1001  ct.  s^q^,  the  granting  of 
a  certificate  of  need  is  considered  a  contested  case,  A.R.S. 
Section  41-1001(2),   requiring  notice,  a  hearing,  the  right  to 
appeal,  and  otlier  traditional  halliaarks  of  nn  adjudicative 
proceeding. 

It  is  well  established  thixt  ex  parte  communications 
to  iaen\bers  of  cidminis trative  bodies  operating  in  a  quasi- 
judicial  capacity  are  entirely  improper  and  v/ill  result  in 
the  action  of  that  adip.inistrative  body  being  voided.  For 
example,   in  Sangamon  Valley  Television  C!orp.  v.   U.S.,  26  9 
F.2d  221    (D.C.    Cir.    1959),   the  court  remanded  a  case  to  the 
Federal  Communications  Coironission  v;hen  it  appeared  that  ex 
parte  presentations  were  made  to  various  members  of  the  Corn- 
mission  and  letters  were  v.'ritten  to  them  which  did  not  go 
into  the  public  record,  giving  those  opposing  views  set  forth 
in  the  letters  no  opportu.nity  to  question  their  content.  The 
court  held  that  private  approaches  to  mei:"ibers  of  the  Com.mission 
vitiated  its  iiction  and  the  proceeding  m.ust  be  re-opened. 

la  Jctrrott  v.    Scrivner,   223  F.   Supp.   827    (D.D.C.    19G^=)  , 
the  court  found  that  secret  and  ex  parte  communications  made 
to  a  board  of  adjustment  in  connection  with  a  decision  to 
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permit  consti:uction  of  nn  embassy  in  a  predonunantly  residential 
area  voided  the  decision.     The  court  found  that  it  v;as  unneces- 
sary to  find  intentional  v/rongdoing  and  that  the  contacts  made 
were  "of  such  a  character  that  it  may  reasonably  bs  inferred 
that  they  did  impair,   consciously  or  unconsciously,  independence 
of  judgment."     The  court  concluded  that  the  board  could  not 
rehear  the  matter  in  a  fair  and  impartial  manner  and  directed 
that  a  new  board  should  hear  the  appeal. 

Finally,  in  English  v.  City  of  Long  r>eeLch,  217  P. 2d  22 
(1950)  ,   the  California  Supreme  Court  held  that  the  action  of 
a  civil  service  board  in  taking  evidence  outside  of  the  hear- 
ing and  presence  of  interested  parties  constituted  a  denial 
of  a  fair  hearing.     In  directing  the  civil  service  board  to 
conduct  a  new  hearing,  the  court  stated  that  "the  fact  that 
there  may  be  substantial  and  properly  introduced  evidence 
which  supports  the  board's  ruling  is  immciterial.  *' 

As  these  cases  and  others  indicate,  the  CAHSA  Board 
has  an  obligation  to  give  all  interested  participants  a  fair 
and  impartial  hearing  before  reaching  its  decision.  This 
requires  that  Board  members  avoid  ex  parte  contacts  and  base 
their  decision  only  upon  evidence  in  the  record.     To  give 
consideration  to  evidence  outside  the  record  is  to  act  beyond 
the  scope  of  their  authority. 

SUMMiXRY 

Bciscd  upon  the  ex  parte  and  secret  contacts  described 
above,  it  is  likely  that  if  a  court  were  to  consider  this 
matter  it  would  conclx:de  that  tlic  CAHS/\  Board  could  not  under 
any  circumstances  hear  the  Good  Samarit;\n  application  and 
tliat  an  entirely  new  board  must  be  constituted.  Although 
this  position  v/ould  be  legally  defensible,  it  is  not  our 
desire  to  be  punitive  or  obstructionist  in  any  v.-ay  and  v;e 
therefore  do  not  urge  such  action  on  your  pd'.rt. 

In  light  of  all  the  circumstances,   in  fairness  to 
consumers,  the  applicant  and  to  preserve  the  intecjrity  of  the 
health  planning  process,  we  recoir.ii^cnd  tiicvh : 
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1.  The  Departip.ent  of  Health  Services  conduct  a 
complete  and  thorough  investigation  to  de- 
termine the  extent  of  all  lobbying  contacts 
made  in  connection  v/ith  the  Good  Samaritan 
project; 

2.  You  do  not  accept  the  Findings  and  return  the 
matter  to  CAHSA  for  reconsideration;  and 

3.  Any  further  consideration  of  the  application 
be  conducted  in  accordance  with  procedures 
prohibiting  all  ex  parte  communication. 

We  urge  your  imrr.ediate  attention  to  this  matter. 


BMrelb 
Enclosures 

cc:     Don  Alampi,  Sun  Valley  Council,  United  Auto  V7orkers 
Ted  VJilliams 
Milton  Gan 

Regional  Office,  Department  of  H.E.W. 
Stephen  Morris 


Sincerely, 


Bruce  Meyerson 
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MEMPHIS  AREA 


A  c  ^v■Jr.^R■roN,  .iu. 


rOR  SE'NVrOR  CXTiZ!•:^•; 


>ry^  Office 

.li;  N.  Tirirct  St. 
>f^niobi5,  Tcnn.  35103 
526-5132 

Krir^Jr  Office 

3P0  Summer  Avenue 

M^vnphis,  Tcnn..  38112 

South  Office 

o:n  S.  r.-.rkw.iy  K. 

Mempl'is,  Tcnn.  33106 

•77.'>-0:5:>0 

Covin jjLo/i  Office 
111  Maple  St. 
Covlnxrioii,  Tcnn.  3S019 
.J76-lS0c{ 


October  7,  ■19?r 

Harry  P.  Cain,  Ph.D.,  Director 

Bureau  of  Health  Planning  and 

Resources  Development 

Health  Resource  Administration 

Public  Health  Service 

H.E.VJ. 

Hyattsville,  Maryland  20782 

David  Tatel,  Esq. 

Director,  Office  of  Civil  Rights 

Department  of  Health  Education  and  Welfare 

330  Independence  Ave. 

V/ashington,  D.C. 

Re;    Denial  of  access  to  care  to  blacks  and 

Medicaid  recipients  in  Memphis,  Tcnnosaoe 
by  Saint  Joseph's  East  and  Methodist 
Central  Hospitals 

Gentleman: 

.On  July  22,  1977,  Ms:  Ammie  Thomas,  a  21-year 
old  black  resident  of.Memp'his,  Tenn.  sought  emergency 
health  "care  at  Saint  Joseph's  East  Hospital,  Metliodis 
Central  Hospital  and  the  City  of  Memphis  Hospital. 
This  complaint  deals  v/ith  the  refusal  of  service  by 
St.  Joseph's  East  and  Methodist  Central  Hospital 
because  the  patient  was  a  "Medicaid  recipient.  Both 
hospitals  are  non-profit  facilities^  participating 
in  federally  funded  programs.     Both.have  a  duty  to 
operate  their  facilities  in  a  raciaily  non-discrimin- 
atory manner.     Rejection  of  Medicaid,  recipients  as 
a  matter  of  policy  in  the  City  of  Mem.phis  is  racially 
discriminatory  in  intent  and  in  effect  in  violation 
of  federal  law. 


A.     Rejection  by  St.  Joseph  Hospital 


At  9:00  P.M.   on  July  22,  1977>  Ainvnic  Tiiomas 
v.'as  taken  by  her  motlier,  Mrs.  Elizabeth  Turner, 
to  the  emergency  room  of  St.  Josep]i '  s  East.  St, 
Joseph's  East  is  a  non-profit  churc-.h-af filiated 
hospital  built  in  Memphis  in  197'!  •     It  is  certified 
to  take  Medicare  patients,  'l2  IJ.S.O.   §1395,  and 
>ias  participated  in  ot);er  federally-funded  progra^ns 
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such  as  an  Emertoncy  Medical  Services  plarmin^;  erant. 

Ms.  Thornas  had  been  suffcrlnc  for  tv;o  days  with  severe 
pain  in  her  side  accowpaniod  by  so-e  vaginal  bleeding.  She 
v/as  examined  by  house  staff  who  diagnosed  the  presence  of 
ruptured  ectopic  pregnancy  (a  pregnancy  in  which  the  fetus 
is  lodged  :ln  the  fallopian  tubes,  a  condition  causing  extreme 
pain  and  potentially  threatening  the  life  of  the  mother).  Ms. 
Thomas  had  no  private  physician  but  was  eligible  for  Mediceiid. 
The  hospital  staff  informed  her  that  the  hospital  did  not  take 
Medicaid  patients.     A  letter  was  typed  giving  the  preliminary 
diagnosis  and  rererring  the  patient  to  the  City  of  Memphis 
Hospital,  the  only  entirely  publicly-financed  hospital  facility 
in  the  city. 

B.     Rejection  by  Methodist  Central  Hospital  '  ' 

Because  the  public  hospital  is  overcrowded  and  under- 
staffed, Mrs.  Turner  declined  to  take  her  daughter  to  that 
facility.     Instead,  she  took  her  to  the  Methodist  Central 
.  Hospital,  a  large,  non-profit  facility,  built  with  Hill-Burton 
funds  and  certified  to  take  Medicare  patients.     She  was  seen 
in  the  emergency  room,  told  that  the  hospital  did  not  take 
Medicaid  patients,  and  was  referred  again  to  the  City  of 
Memphis  Hospital. 

Mrs.  Turner  then  took  her  daughter  to  the  City  of 
Memphis  Hospital  emergency  room.     She  v/as  informed  that  they 
V70uld  see  her  but  only  after  they  had  treated  a  number  of 
cases  that  v/ere  more  serious  in  nature  than  hers.    After  3 
hours  of  vjaiting.  in  extreme  pain,  Ms.  Thomas  was  taken  back 
to  Methodist  Central  by  her  mother  at  1  A.M.. 

The  staff  person  v/ith  whom  they  spoke  on  re-entry  to 
Methodist  told  Ms.'  Thomas  "that  she  v/as  a  stupid  girl, 
that  they  had  told  her  to  go  to  the  City  Hospital,  and  v/hy 
•v;as  she  back  here  again?"    Ms.  Thop.as  explained  that  she 
Mas  in  severe  pain  and  could. not  get  help  there.    The  staff 
person  repeated  that  the  hospital  did  not  take  Medicaid 
patients,  at  least  not  for  "female  problems"  v/hlch  is  what 
she  said  Ms.  Thomas  had. 

At  this  point  Mrs.  Turner  called  her  employer,  a  woman 
for  v;hom  she  v/orked  as  a  domestic  servant.     The  employer 
spoke  with  a  staff  person  and  Ms.  Thomas  was  thereafter 
admitted  at  3  A.M.,  treated  and  discharged  the  following 
day.     (Admission  and  discharge  records  are  attached  hereto 
as  Exhibit  I.) 

The  refusal  by  both  St.  Joseph's  and  Methodist  Hospital 
to  treat  Ms.  Thomas  constituted  a  violation  of  her  constitu- 
tional, statutory  and  regulatory  rights  to  treatment  in 
those  facilities. 
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^'  -     "^'i5^J  at::ion  of  D'lit.ic-r.  Under  Title  VX.  oC  lhjj_X9^]}__0il.LL 

The  rcriu-.al  by  both  ho.spitals  to  take  Medicaid  patients 
cojistituted  a  v:lol^ition  of  Tit3e  YI  of  the  196'!  Civil  Ric;hts 
Act,  'IP  U.S.C  §?^000(d),  v;})ic])  prolilblts  exclusion  frorn 
participation  in  or  denial  of  benefits  of  any  program  or 
activity  receivinp;  federal  financial  assistance  on  the  basis 
of  race.  , 

Regulations  issued  by  the  Department  of  Health,  Education 
and  Uelfare  pursuant  to  Title  VI  state  that  a  recipient  of 
federal  funds 

"jnay  not .utilize  criteria  or  methods  of 
■  administration  v.'hich  have  the  effect  of  subjecting 
individuals  to  discrimination  because  of  race 
or  have  the  effect  of  defeating  or  substantially 
impairing  accomplishment  of  the  objectives  of  the 
program  as  respect  individuals  of  a  particular 
race.     ^15  C.F.K.   §80. 3(b)(2). 


The  same  regulations  provide  that 

"a  recipient  of  federal  funds  may  not,  directly 
or  through  contractual  or  other  arrangements, 
on  the  ground  of  race,  treat  an  iiidividual 
differently  from  others  in  determinig  v'hether 
he  satisfies  any  adm.ission,  eligibility  or  other 
requiretments  or  conditions  v/hich  individuals 
must  meet  in  order  to  be  provided  any  service, 
or  other  benefit  provided  under  the  program . 

iJ5  C.F.R.   §80. 3(b). 

St.  Joseph's  Hospital  and  Methodist  Hospital  both 
participate  in  the  federal  Medicare  program  providing 
governmental  reimbursement  for  m.edical  care  of  persons  65 
or  older  v/}io  also  receive  Social  Security  (Title  II)  benefits. 
See  H2  U.S.C.  §1395-     Statistics  gathered  by  the  Health 
Services  Administration  of  H.E.VJ.   for  19Y'l  indicate  that 
10/.'  of  St.  Joseph's  East's  patients  v;ero  Medicare  eligibles, 
as  v;ere  l8%  of  Methodist  Central's  patients.  Metliodist 
received  neax'ly  6  million  dollars  in  Medicare  r-cii:ibursement 
in  1975. 

}3oth  hospitals  participated  in  a  19^>7  planning  grant 
under  the  federally-funded  Emergency  Medical  Services  rrogra;:., 

93-15'l,  a  program  designed  to  :iinprove  institutionril 
e;:ierg(mcy  care. 

Methodist  Hosr)ltal  received  fedc^ral  conr.truction  funcls 
under  tfi-  Hill-Burtcn  Act,   '',?.  U.S.C.  >  in  both  l^jGG 

ajid  1968.     Tiie  grants  tota:i.U;d  ovc^r  a  mir.l:ion  dollars. 
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}"{ccc:ipi:  of  benefits  unclcr  each  of  tlicso  prozrci\r.r, ^  i.e. 
l  iC'  l  j  caro;,  ll.n  i-Pvjr  l.C)!i,  and  ):-:i'jr(;ciicy  Ik^d.lcal  Strrv  i  ces  brxni-.a 
t.h hosp.ita]f3  uiider  the  proiilbitlons  of  Tltne  V.L  oV  the-  3.96'l 
C;.i  v.il  l{:lr,li'i-''  ^^^'^  ■     KeccipL  of  i.-.ucli  funds  ricccss.i. tales 
jr.iplc-iaonl.ation  of  all  }ioyplt.al  pro^iraiao  in  a  non-discriir. inntory 
ivjii.icr.     The;  "program  or  activjlics"  referred  to  i.n  Title  VI 
c'tiid  "the  pro2"f"aia"  in  the  ro[sulations  under  'i'jtle  VI. arc 
to  he  broadly  construed  to  encoinpass  all  hospital  activities, 
not  just  those  activities  specifically  receiving  federal  funds. 
'x'nc:  policy  of  excluding  Medicaid  patients  results  in  "an 
exclnsion  from  participation  in  or 'denial  of  benefits  of... 
pro-'.rair>.[s]  or  activity  [ ies 3  receiving;  federal  financial 
assistance."     ^12  U.S. C.  §2000(d). 

It  results  in  this  denial  "on  the  basis  of  race" 
because  the  area  of  service  of  both  hospitals  includes  a 
larf;e  black  population.  "   'j'he  number  of  black  Medicaid 
elir;iblo3.  is  even  greater  than  the  proportion  of  minorities 
in  tlie  county  as  a  v.'hole. 

The  area  of  service  of  t)ie  hospitals  in  question  is 
approximately  ^',0%  black.     The  median  family  income  in  the  • 
area  is  $8,671-     Because  ol'  the  lov;  income  of  the  populcition  ' 
as  a  vjhole,  approximately  90 > 000  people  are  cli^'.ible  for 
Medicaid,   A 2  U.S.C.   §1395-     Because  the  per  capita  income 
of  blacks  is  less  in  the  area  than  that  of  v.'hites,  blacks 
are  elij^ible  in  even  greater  numbers  for  Medicaid  than  they 
are  represented  in  t>]C  population  as  a  vjhole. 

Methodist  Central  and  St.  Joseph's  Hospitals  intentionally 
and  effectively  discrim.inate  a^^ainst  blacks  on  the  basis  of 
race  by  refusinr;  to  take  Medicaid-  patients  because  the 
majority  of  Medicaid  recipients  are  black.     CP  Shannon  v. 
HUD,   '136  F2d  809   (3rd  Cir.   1970);  Lau  v.  Nichols,  ^"U.S.  563 
Tl'97^0. 

Because  Methodist  and  the  parent  facility  of  St.  Joseph 
historically  discrim.inated  against  black  patients  regardless 
of  income  or  source  of  payment,  they  nov7  have  an  affir.Tative 
duty  to  correct  that  pattern  of  admission.     See  '15  C.F.R. 
§80 . 3 (b ) ( 6 ) (i ) .     Admission  of  Medicaid  patients  v/ould  in  large 
part  satisfy  this  mandate. 

D .     Violation  of  Cominunity  Service  Duty  .under  the  Tlii^-Burton  Act 

Methodist  Hospital  has  been  a  recipient,  of  Hill-Burton 
Construction  Funds  under  'i2  U.S.C.   §291  et  seq.     The  Itospital 
is  required  as  sucli  a  recipient  to  give  assurances  that 

...the  facility  or  portlc;n  thereof  to  be 
constructed  or  modernized   [v.-ould.'l  be  made 
available  to  all  persons  residing  in  the 
territorial  area  of  the  apolicant. 

H?  U.S.C.   §291c(e)(l)(1970) . 


26-219  O  -  78  -  pt.  1  -  55 
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lI.E.V/.  rcc;ulal,:ions  ilinplcincritlni-:  this  section  of  the 
.'.Uatute  rccju.ire  tluit  tlie  applicant  lioypital  jiivc  assurance:; 
tJiat 

The  facility  \;ill  furniiih  a  •  community  service;  and 

All  portions  and.  services  of  the  .entire  Tacility 

for  the  construction  or  Taoclernizatlon  of  which, 

or  in  connection  v;ith  v;hich,  aid  -under  the  Act 

is  sought  v;ill  be  available" without  discrimination 

on  the  basis  of  creed.     '12  C.F.R.  §53. 113(a)  (1)  fc  (2) 


In  1973  a  United  States  District . Court  for  the  Eastern 
District  of  Louisiana  in  the  case  of  Cook  v.  Ochsner  Foundation > 
61  F.H.D.  35^1  (E.D.la  1972)  interpreted  these  regulations  ~ 
judicially  for  the  first. time.     The  court  held  that  "community" 
included  Medicaid  recipients  and  directed  the  Secretary  of 
lI.E.VJ.  to  require  ■ 

...that  Hill-Burton  recipients  participate  in  the 
•  Medicaid  program  and  refrain  from  excluding  persons 
on  the  basis  that  they  are  recipients  "of  Medicaid 
from  Hi  11 -Burton  hospitals.     See  39  I''.R-  31766 
(Aug.  197^). 


•  ■    Accordingly,  the  Secretary  added  a  regulation  stating 
that  in  order  to  comply  v;ith  the  community  service  assurance 
each  Hill-Burton  assisted  facility  must 

•      . . .Make  administrative  arrangements  v;ith  those 
federal  government  progratns,  such  as  Medicare  and 
Medicaid,  to  the  extent  that  the  applicant  is 
■  entitled  to  reimbursement  at  reasonable  cost' 
under  a  formula  established  in  accordance  v;lth 
'applicable  federal  lav;. 

h2  C.F.R.  §53.113(d)(2)(i)CB), 
•       .  .  .39  Fed..  Reg.  31767  (Aug.  197^). 

Methodist  Hospital  has  historically  failed  to  seek 
certification  as  a  Medicaid  provider.     Its  failure  to  take 
Medicaid  and  otlier  indigent  patients  has  previously  been 
the  subject  of  complaint  to  IIEV.'.     See  e.g.,  letter  of  the 
Director  of  IIEV/  Health  Care  Facilities,  February  18,  1975, 
attached  hereto  as  Exhibit  II,  reflecting  complaint  and 
indictiting  that  Methodist  }Iospital  did  not  take  Medicaid 
patients  and  did  not  have-  state  Medicaid  certification. 
On  information  and  belief  Methodist  is  still  not  cei'tificd 
as  a  Medicaid  provider. 

Its  failure  to  ]^artic:i pjite  in  th.e  Medicaid  jirogram 
conr-.titutes  a  blatant  violatio;i  of  its  co^niaiui ity  service 
obligatioji. 
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The  }1.F..V.'.   liiill-Bur'i.on  r-c-^ul^iLilonri  al'^o  roci^o  tho 
non-cUscr:uii:lnatory  rcqnircir.ontf;  of  Title  VJ  of  the  :i96'l  Civi  l 

Attention  is  called  to  the*  requ;i rcMont  of  Title  VI 
of  the  Civil  Ric^hts  Act  of  197^1  (l\2  U.S.C.  §?^000cl; 
78  Stat.  2y^)  v/hich  provides  that  no  person  in 
the  United  States  shall,  on  the  ground  of  race... 
be  e>;cluded  from  participation  in,  be  denied  the 
benefits  of,  or  be  subjected  to  discrimination 
under  any  program  or  activity  receiving  federal 
financial  assistance. 
.  •       .         ■  ■  H2  C.F.R.  §!53.113 


The  failure  to  take  Medicaid  patients  violates  Title  VI 
requirements  as  discussed  in  paragraph  C  above  and  tlius 
violate^  the  non-discrlrnlnatory  mandate  of  the .  lllll-Burton 
regulations. 

E. .  Relief  Sought 

Attorneys • for  the  complainant  seek  compliance  reviews 
•  of -both  St.  Joseoh  East  and  Fiethodist  Central  under  H2  U.S.C. 
§291(c),   300P.(2)(c),  and  l\2  U.S.C.  §2000(d).     The . complainant 
and  her  attorneys  are  v/illing  to  assist  the  Department 
in  any  v;?iy  in  conducting  these  requested  reviews.  Should 
our  allegations  be  substantiated,  v;e  request  imposition  of 
appropriate  sanctions,  including  but  not  lim.ited  to  a  £ree>:e 
on  all  further,  federal  funding  and  ;referral  to  the  U.S. 
Department  of  Justice  for  enforcement  litigation: 

Respectfully  submitted. 


Donald  Donati,  Esq. 
Memphis  and  Shelby  County 
Legal  Services 
325  Dermon  Bldg. 
i\S  N.   3rd  St. 
Memphis,  Tenn.  38103 
(901)  526-5550 


Sylvia  Drev;  Ivie,  Esq. 
National  Health  Law  Program 
2^101  Main  St. 
Santa  Monica,  CA  90'i05 
(213)  392-'! 811 


866 


I3eth  hie'',  Ksq. 

MAAOP  Local  Defonso  and 

Kd neat. ion  Fund 

10  Colurnbu'j  Circle,  Rr.i.  20 

K'ev;  York,  NY  10019 

(21?)  5B6-8397 


Attorneys  for  Con'.plainant 


SDI/rwf 
Enclosures 

cc:    Joseph  Calif ano^  Secretary,  DHEV/. 

Robert  Derzon,  Administrator  H.C.F.A. 
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DEPARTMENT  OF  HSAl.7 


l-TH 


LEONARD  BACHMAN.M.O, 
SKCRCTARV  OF  HKALTH 


^.    O.   DOX  »0 


•  RISBURG  17120 


March  21,  1977 


Mr.  William  R.  LePage 
Executive  Director 
Central  Pennsylvania  Health 
Systems  Agency 
400  Market  Street 
Lewisburg,  Pennsylvania  17837 

Dear  Mr..J.ePafe: 

I  am  writing  to  you  with  reference  to  ny  letter  of  February  25,  1977 
in  which  I  explained  the  reasons  for  ny  very  reluctant  action  in  reconv?,ending 
approval  of  the  proposal  of  American  Medical  Affiliates,  Incorporated  for  the 
construction  of  a  180  bed  nursing  hor.e  in  DuBois,  Clearfield  County.  You 
will  recall  that  my  reluctance  sterjr.ed  from  the  fact  that  the  Board  of  Director 
of  the  Central  Pennsylvania  Health  Systems  Agency  had  recommended  that  the  pro- 
posal be  disapproved  and  that  the  Designated  State  Planning  Agency  was  unable 
to  support  that  recommendation. 

In  response  to  the  very  strong  sentiments  expressed  to  me  by  members  of 
the  goard  during  my  visit  on  March  9,  1977,  the  staff  of  the  Department  of 
Health's  Division  of  Need  Review  has  once  again  thoroughly  reviewed  the  entire 
file  on  the  project  and  has  again  been  unable  to  find  any  docur-ientary  evidence 
which  would  persuade  me  that  the  DPA  could,  in  fact,  have  supported  the  dis- 
approval recommendation.    Quite  to  the  contrary,  in  fact,  the  latest  report 
of  Licensure  Survey  of  Clear  Kaven  Nursing  Home  by  the  Health  Department's 
Division  of  Long  Tern  Care,  which  was  cor?.pleted  on  January  7,  1977  indicates 
that  no  serious  deficiencies  were  found  to  exist  in  the  area  of  direct  patient 
care.     In  addition,  representatives  of  the  Departr.ent  of  Public  Welfare  also 
visited  Clear  Haven  on  January  5,  1977  and  have  expressed  in  writing  their 
satisfaction  with  the  type  of  care  being  provided  to  patients  who  had  beer,  ir.ovc 
to  Clear  Haven  from  other  long  tern  care  facilities.    I  am  enclosing  a  copy  of 
the  Survey  Report  as  well  as  the  Department  of  V.elfare's  letter  for  your 
information. 
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However,  since  comments  repeatedly  made  by  CPHSA  Board  members 
alleging  poor  quality  care  are  valued  by  the  Health  Department  I  have  dis- 
cussed this  matter  with  Mr.  Richard  Zarin,  Director  of  the  Office  of  Quality 
Assurance.    He  is  sending  ne  all  reports,  correspondence,  etc.  relative  to  the 
Clearfield  facility  since  the  January  survey.    He  assures  me  that  his  office 
is  carefully  monitoring  the  institution. 

Again,  thank  you  for  the  "warn"  reception  at  the  HSA  meeting  in 
Lamar.    I  was  disheartened  by  the  poor  public  turnout  for  comments  on  your 
application  but  I  was  very  much . encouraged  by  the  thoroughness  with  which  " 
your  board  members  examine  state  decisions  and  transmittal  of  those  decisions. 

I  commend  those  members  of  your  board  who  are  concerned  with  quality 
of  care.    I  must  reiterate  that  the  1122  process  only  indirectly  pays  atter.tior. 
to  this  most  important  component  of  health  care  and  health.    If  your  Board  wishes 
to  pursue  'quality  of  care'  vigorously  albeit  indirectly  through  the  1122  prccois 
I  recommend  their  particular  attention  to  the  standard  dealing  with  'ad-jquacy 
of  staffing.' 

In  closing  I  repeat  that  the  Pennsylvania  Department  of  Health  is  most 
definitely  concerned  with  quality  of  care  and  is  doing  everything  feasible  to 
insure  that  it  is  maintained  at  a  high  level. 

Sincerely, 

Denis  J.  Lucey  III,  M.D. 
Commissioner 

Office  of  Planning  and  Developn:ent 


Enclosures 
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HSA  SURVEY  DATA 
Name  of  HSA    Central  Arizona  HSA 

Health  Service  Area    Maricopa,   Pinal,  Gila  Counties  and  San  Carlos  r<es . 

Status  of  Designation  Conditional  

Is  the  Governing  Body  representative?  ^°  

Nature  of  representativeness  disparity    No  consumers  with  median 
family  incomes  under  $10,000;  only  1  consumer  with  income  under 
$15,000  out  of  17  consumers.     Most  recently  the  HSA  has  begun 
no  longer  even  requesting  information  on  family  income. 


No 

Is  th^  Governing  Body  self-perpetuatmg? 


M^+-v^^  ^1=  .  -i^^i-i^^    A  nominating  committee  is  selected  in  the 

Method  or  selection  

Fall  of  each  year.  It  is  composed  of  3  consumers,  2  providers 
and  1  representative  of  Gila/Pinal  Counties-     A  slate  is  pre- 


pared in  "accordance"  with  Public  Law  93-641.     A  letter  is  then 


sent  to  the  membership  informing  them  of  the  slate.     If  members 
v/ish  to  nominate  others,   the  members  submit  letters  with  the 
names  of  their  nominees  and  the  nominees'   approval.     The  names 
of  the  new  nominees  are  included  on  the  ballot  and  a  short 


biography  is  prepared  on  each. 
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HSA  SURVEY  DATA 
Name  of  HSA    HSA  of  South  Florida 


Health  Service  Area  Florida  Health  Service  Area  IX 
Status  of  Designation  Conditional  


No 


Is  the  Governing  Body  representative?   

Nature  of  representativeness  disparity    14  out  of  21  consumers 
on  the  governing  body  have  incomes  of  $25,000  or. more; . only 
3  have  incomes  less  than  $15,000.     14  of  the  consumers. on  the 
governing  body  are  men.   


Is  the  Governing  Body  self-perpetuating?  No 


Method  of  selection    The  general  membership  elects  the  governing 
body  during  annual  elections  with  the  exception  of  some  members 
who  are  ex-officio  members  with  full  voting  privileges.  Examples 
include  the  President  of  the  Public  Health  Trust  and  the  Dean  of 
the  Medical  School  at  the  University  of  Miami.     Any  resident  of 

Dade  or  Monroe  Counties  may  apply  for  individual  membership.  

Membership     is  approved  at  the  annual  meeting  of  the  general 
membership.     In  addition,  health-related  organizations  can  apply 
for  membership  and  can  appoint  two  voting  members,  preferably 
a  consumer  and  a  provider. 
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HSA  SURVEY  DATA  ^ 

Name  of  HSA       New  Mexico  Health  Systems  Agency  

Health  Service  Area    New  Mexico  excluding  Navajo  reservation  

Status  of  Designation  Conditional  

Is  the  Governing  Body  representative?  No  

Nature  of  representativeness  disparity     1  consumer  out  of  13 
with  a  median  family  income  under" $15 , OOP . "   12  of  the  13  consumers 
have  incomes  of  $15,000  or  more.     No  consumers  over  the  age  of 
65. 


Is  the  Governing  Body  self-perpetuating?  No  

Method  of  selection      Entire  governing  body  is  appointed  by 


the  governor. 
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HSA  SURVEY  DATA 

Name  of  HSA    Metropolitan  Health  Planning  Corporation 

Health  Service  Area    Cleveland  Metropolitan  Area  " 

Status  of  Designation        Conditional   • 

Is  the  Governing  Body  representative?  No  

Nature  of  representativeness  disparity    Only  1  consumer  out  of 
16  has  a  family  income  under  the  median  income  in' the  health 
service  area.     12  of  the  16  consumers  are  men. 


Is  the  Governing  Body  self-perpetuating?  No  

Method  of  selection     9  consumer  members  are  appointed  by  local 
government  officials  or  bodies   (county  commissioners,  -  mayor , 
federal  coordinating  agency);  the  remaining  7  are  chosen  by 
the  board  after  being  nominated  by  a  nominating  committee 
composed  exclusively  of  representatives  of  government  officials 


and  providers. 


I 
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HSA  SURVEY  DATA 

Name  of  HSA      Oklahoma  Health  Systems  Agency  

Health  Service  Area  Oklahoma   

Status  of  Designation  Conditional  

Is  the  Governing  Body  representative?  _No  

Nature  of  representativeness  disparity    12  of  the  16  consumer 
members  have  incomes  of  $15,000  or  more.     This  compares  to  the 
1975  median  family  income  of  $12,400  in  the  health  service  area. 
13  of  the  16  consumers  are  men.  


Is  the  Governing  Body  self-perpetuating?   

Method  of  selection    Entire  governing  body  is  selected  by  the 


governor. 


874 


HSA  SURVEY  DATA 

Name  of  HSA    Utah  Health  Systems  Agency   

Health  Service  Area    Utah  excluding  Navajo  Reservation 

Status  of  Designation  Conditional  

Is  the  Governing  Body  representative?  

Nature  of  representativeness  disparity    13  of  the  15  consumers 
have  family  incomes  greater  than  $15,000.     Only  2  consumers 
have  family  incomes  less  than  $10,000. 


Is  the  Governing  Body  self-perpetuating?  No  

Method  of  selection  Utah  HSA  is  a  public  regional  planning 

body  created  by  state  statute.     It  has  a  Governing  Board  which 
is  appointed  by  the  Governor  and  confirmed  by  the  State  Senate, 
The  Governing  Board,  which  is  composed  of  a  majority  of  elected 


officials,  appoints  the  governing  body  (Health  Planning  Council) . 
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Mr.  Rogers.  Thank  you  very  much. 
Dr.  Carter? 

Mr.  Carter.  Thank  you,  Mr.  Chairman. 

Certainly  I  feel  that  we  have  had  some  very  articulate  young  men 
and  women  here.  I  think  Mr.  Mitchell  has  been  an  excellent  witness. 

As  it  happens  I  have  spent  a  great  deal  of  my  life  in  the  practice 
of  medicine.  My  oath,  the  oath  of  Hippocrates,  stated  that  I  would 
treat  all  patients.  I  believe  that  it  behooves  every  doctor  who  is  worthy 
of  the  name  to  do  likewise,  so  long  as  he  is  physically  capable. 

I  regret  very  much  to  hear  of  Mr.  Mitchell's  story  of  how  people 
have  been  turned  away  because  of  lack  of  funds  and  so  on.  Over  the 
years,  because  I  come  from  a  rural  community,  I  know  that  there 
are  not  as  many  doctors  as  we  should  have  and  I  also  know  that  in 
certain  areas  of  the  cities,  ghetto  areas,  a  similar  situation  exists.  Be- 
cause of  this  we  have  tried  to  pair  these  two  areas,  ghetto  and  rural 
areas,  to  provide  health  care  for  the  two. 

And  with  the  Chairman  we  have  improved  the  national  health 
scholarship  program.  We  thought  we  improved  the  national  health 
scholarship  plan  in  order  to  provide  services  to  these  people,  health 
care  services.  We  did  that  so  that  physicians  would  go  into  deprived 
areas  such  as  yours.  That  was  the  purpose  of  it.  But  I  have  not  found 
many  of  them  on  the  line  of  battle  and  I  regret  that  very  much. 

I  think  that  the  0MB  asked  for  $60,000,000  this  year  for  the  Na- 
tional Health  Service  Corps.  Of  course,  it  takes  a  little  time  for  this 
but  physicians  could  help.  I  do  not  know  why  they  have  not  been 
sent  into  your  areas  to  be  of  assistance. 

I  think  some  of  them  might  have  been  swallowed  up  by  the  Public 
Health  Service.  I  do  not  know  just  where  they  have  been  sent.  Per- 
haps they  are  used  as  statisticians  or  for  other  reasons. 

Our  purpose  in  increasing  the  funding  was  to  help  areas  such  as 
yours.  Personally,  I  deeply  regret  that  the  program  has  not  been  as 
effective  as  we  had  wanted  it  to  be.  Furthermore,  the  scholarships 
have  been  concentrated  largely  in  two  of  our  universities  here  in 
Washington,  both  of  which  over  the  years  have  had  many  physicians 
who  just  stayed  here. 

Once  they  get  Potomac  fever  and  they  stay  here  for  a  few  years 
I  am  afraid  they  don't  go  to  the  boondocks  where  I  came  from,  or  to 
the  ghetto  areas. 

Anyway,  we  are  trying  to  help.  The  chairman  has  been  extremely 
helpful  and  supportive  of  this  concept  of  helping  the  underserved 
areas.  I  will  continue  to  do  so. 

Furthermore,  I  think  you  should  have  representation  on  HSA's. 
There  is  also  no  question  that  funding  of  this  segregated  hospital  is 
in  violation  of  the  law,  if  it  is  funded.  I  do  not  believe  that  it  will  be. 
It  seems  to  me  it  would  be  in  violation  of  the  law  and  the  guidelines. 

Oschner,  of  course,  is  a  specialty  group.  I  would  also  like  to  see 
them  too  take  more  of  the  patients  of  different  groups.  I  do  not  want 
to  be  critical  of  them,  but  they  are  highly  specialized  and  highly 
technical  as  is  Joslyn,  a  diabetic  clinic,  and  so  on.  I  make  no  apologies 
for  them. 

The  chairman  is  out  right  now.  I  suppose  he  will  be  back  in  a 
minute.  If  you  have  any  questions  you  would  like  to  ask  me,  go 
ahead. 
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Mr.  Pressel.  Dr.  Carter,  if  I  could  address  for  just  a  moment  the 
meaning  of  the  testimony  that  you  have  heard.  We  are  not  coming 
to  the  committee  asking  you  to  police  every  hospital  in  this  country. 
What  we  are  asking  for  is  greater  access  to  answer  the  problems  that 
we  face.  That  access  on  behalf  of  women,  on  behalf  of  the  disabled, 
on  behalf  of  blacks,  on  behalf  of  poor  people  has  too  often  been 
denied. 

Mr.  Carter.  I  want  to  tell  you  right  now  that  if  it  is  left  up  to  me 
there  will  not  be  one  denied.  In  the  years  I  practiced  medicine,  after 
I  got  my  feet  on  the  ground,  none  was  denied  as  long  as  I  was  physic- 
ally able. 

I  will  admit  a  few  times  at  3  o'clock  in  the  morning  I  might  have 
turned  over  and  gone  to  sleep,  and  I  regret  that,  but  I  was  not  phys- 
ically able  to  go  on  sometimes  or  did  not  feel  that  I  was.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Rogers.  Well,  your  testimony  has  been  helpful.  I  do  think  the 
committee  in  its  basic  law  tried  to  provide  for  consumers.  We  said 
there  must  be  a  majority  on  the  HSA  board  or  up  to  60  percent.  Now 
that  is  a  pretty  good  representation.  So,  the  law  is  there  which  per- 
mits it.  We  will  have  to  see  what  is  happening. 

Also,  I  am  not  sure  that  the  HSA  is  going  to  be  able  to  come  in  and 
change  delivery  patterns  immediately.  In  other  words,  this  law  may 
not  give  us  all  the  remedies  we  need  for  the  health  care  system.  It 
simply  is  to  try  to  plan  for  the  future. 

As  Dr.  Carter  mentioned,  we  have  passed  other  laws  for  instance 
to  try  to  do  something,  like  critically  underserved  areas  where  we 
have  the  National  Service  Corp.  That  designation  does  not  have  to 
depend  on  HSA  under  that  law.  So  that  is  not  dependant  on  getting 
a  designation. 

I  think  they  plan  to  send  out  some  1,700  doctors  in  this  coming 
fiscal  year  into  critically  short  areas  which  will  help  solve  the  prob- 
lem. But  at  least  there  is  a  mechanism  to  begin  to  get  into  the  critical 
areas. 

Mr.  Carter.  Are  you  familiar  with  any  of  the  players  on  the  New 
Orleans  Saints  team. 

Mr.  Henderson.  I  have  seen  them  on  television. 

Mr.  Carter.  Do  you  remember  the  name  Elois  Grooms  ? 

Mr.  Henderson.  Yes. 

Mr.  Carter.  When  you  go  back  ask  him  who  delivered  him,  and  all 
his  brothers  and  sisters. 

Mr.  Henderson.  I  never  paid  for  a  ticket  to  the  New  Orleans  Saints 
and  a  lot  of  people  have  regretted  that  they  have  paid  for  their 
tickets. 

I  just  want  to  say  the  HSA's  are  now  in  a  position  where  they 
need  some  real  guidance  on  what  to  do  when  we  have  an  application, 
when  we  have  evidence  of  discrimination.  I  would  hope  you  could 
come  up  with  some  realistic  guidance. 

Ms.  Greene.  We  understand  that  the  HSA's  obviously  cannot  be 
the  panacea  for  every  health  care  problem.  We  are  here,  though, 
because  we  believe  in  the  concept  of  the  HSA  and  we  support  needed 
amendments.  What  is  painful  for  us  is  to  see  the  structure  has  been 
set  up  in  such  a  way  that  the  health  system  is  not  changing  at  all. 
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Mr.  Rogers.  Of  course,  the  President  did  not  sign  the  law  until 
1975.  They  still  have  not  put  out  the  guidelines.  We  have  to  get  on 
to  them  about  that.  They  were  supposed  to  be  out  in  1976.  They  are 
just  now  beginning  to  get  them  out.  There  are  only  nine  fully  desig- 
nated HSA's  in  America.  That  is  only  nine. 

We  are  still  in  the  developmental  stage.  Now  these  conditionally 
designated,  where  you  find  that  they  are  all  providers  and  no  con- 
sumers, that  is  a  ground  for  not  approving  them.  We  are  going  to 
have  the  inspector  general's  office  look  into  this  situation. 

We  appreciate  your  bringing  to  our  attention  your  concerns  and 
we  share  these  concerns  and  we  are  going  to  try  to  see  what  can  be 
done. 

Mr.  Mitchell.  Mr.  Chairman,  I  would  like  to  thank  you  and  the 
members  of  this  committee  for  allowing  me  to  come  before  you.  I 
think  I  am  kind  of  something  different  from  what  you  have  been 
having  up  here  because  I  am  a  person  from  the  community. 

I  would  like  to  also  express  to  you  that  I  have  been  in  the  HEW 
regional  office  several  times  trying  to  find  out  about  different  pro- 
grams. I  have  been  tied  up  with  the  school  problem  in  my  country 
and  I  walk  on  crutches.  They  would  send  me  to  seven  or  eight  places 
and  I  never  could  get  to  the  right  place  to  get  somebody  I  want  to 
talk  to  about  the  problem. 

In  my  mind,  HEW  could  stand  an  investigation  in  those  regional 
offices  because  there  are  some  things  going  on  in  these  programs  that 
I  see  that  really  need  looking  into. 

Mr.  Rogers.  We  will  be  looking  at  that.  I  think  you  have  done 
right  in  getting  your  lawyer,  Mr.  Pressel,  here  to  help  bring  some  of 
this  to  the  attention  of  the  proper  people. 

I  am  delighted  to  see  you,  and  pleased  to  have  you.  We  appreciate 
your  coming.  Thank  you  for  your  testimony  today.  Your  testimony 
has  been  most  helpful.  We  will  consider  seriously  the  points  you  have 
raised. 

The  committee  will  stand  adjourned  until  10  o'clock  tomorrow 
morning. 

[Whereupon  at  5:55  p.m.  the  committee  adjourned  until  10  a.m., 
February  2, 1978.] 
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